Nation's Business 



A USEFUL LOOK AHEAD 



FEBRUARY 1958 




Why economic growth is uneven 



Minimize your business risk page** 
Brainpower tests rate executives pa OE 4o 

Here's guide to upturn timing PAGE 42 



There's one best way to ship 

suits 



serums 
silverware 

most anywhere on the map 





. • . makes The Big Difference 



The big difference is SPEED 
Railway Express is a complete rail-air-sea 
shipping service that comes your shipment 
safely and swiftly to any of some 23,000 
communities in this country — and, via Rail* 
way Express World Thruway Service, to 
almost any point abroad, 



The big difference is ECONOMY 
When you specify Railway Express, you can 
be assured of real economy, Railway Express 
picks up and delivers (within REA vehicle 
limits) at no additional charge. And one fixed 
chorge is all you pay from point of origin 
to destination. 



the big difference is DEPENDABILITY 

Up-to-the-minute equipment and completely 
modern methods of operation, as well as 
specially trained personnel mean direct, 
dependable deliveries. So whatever you're 
shipping ...near or far + ,. always depend on 
Railway Express fortransportation at its best. 




'It's good business to telephone for out-of-town appointments" 



"If we tried to operate with- 
out calling ahead for out-of- 
town appointments, we'd need 
twice the field force we have 
now— and it would cost twice 
as much/' 

So says G. C. Pearce, man- 
ager of the St. Paul branch of 



the American Sterilizer Co, 

Calling ahead for appoint- 
ments is the way to make sure 
you can see your customer. 
This avoids costly waiting time 
and sometimes useless trips. 

Why not try this money-sav- 
ing idea in your business? 



BELL TELEPHONE SYSTEM 

Call by Number, It's Twice as FasL 



LONG DISTANCE RATES ARE LOW 

Daytime Stat hn- to- Station Calls 
For example: 

New York to New Haven 45£ 
St. Paul, Minn., to 

Des Moines 85$; 

Washington, D.C., to 
Huntington, W. Va. 
Seattle to San Francisco 
Indianapolis to Phoenix *2Q*> 



Fir',t Each Added 
3 Minutes Minute 



15ff 

26#J 
40tf 



Add 10% Federal Excise Tax 
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THE SCOTSMAN PICKUP 

Latest Advance in Trucking Economy 





rr. 



s 1595 

Delivered price - South Bend, Indiana 



Lowest first price, low upkeep 

with rugged Scotsman design 



The Scotsman is the lowest-priced, full-sized pickup 
on the market . . . a rugged truck of proven economy 
and functional design. 

Lowest first cost, plus low upkeep, make it a prac- 
tical pickup for the smallest user. Dollar economy, 
plus utility, make it practical as the fleet truck of 
largest user. It features: widest clear floor pickup 
body, greatest gas economy, dependable Econ-O- 
miser "6" engine; Studebaker Transtar 5-coat 
finish for long body life; optional Twin Traction for 
sure-footed go-ahead in ice, snow, and mud. 

See and test-drive the Scotsman pickup , . . put 
it in use today. 



The Scotsman, America's lowest- priced, 
full-sized 4-door sedan . 





The Panel-Wagon, a station wagon 
that doubles as a panel delivery. 



Studebaker -Packard 
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"l "Music by n 
Increased Our Production 10 to 13%... 



5i dent of ZEBCO Co., Tulsa, Okie. 

Has 




One of thr assembly areas 
in the ZEliCO plant, 
icfirrr "music b\ MU- 
ZAK" hrtftt rriievc ten- 
ribfl and fatigue* 




foment r|i> win n 
WOJ kcr Tension begins 
to slow down produc- 
tion? Is i here* ;uis wu\ 
to combat the Eatiguc 

.nut hnredmn < ;nisnl li\ 
monotonous manual or clciital chores"- 
/i r,(.t) r i he world's hi^est uumiifui I tiler 
of eu<1i>sc<l Ivpe, spin cast fivliiujj reels, 
found the answer in mitzak, Ralph F. 
LulTerty, Executive Vice President of 



/nico, rqxmv 

"Music hv mi /\k iiitteascil our pro- 
littrrmn HI lo Irom the irr\ liisi 

day mi/ak was installed, one could begin 
to see the increase in production. Km 
]do\ces me more iehi\ed Hint tluelflil 

This is reflected in general high plain 
morale, as weM as in I he excellent pro- 
duction reports." {On this page yon will 
see attua) /men Company work tickets, 
uhkh show the increases in unit pro- 
duct ion figures effected by mi/ak.) 



An Indispensable Tool 
of Modern Management 

lake air conditioning, souud-prooling, 
fluoresce ni lighting, "musk b\ mczak" has 
won a permanent place hn a toed of moijei n 
management. It pass its way many times 
over in increased efficiency and product i\ itv 
typical of mam such results, it has . . . 

• Increased production liO°v t,ic drafting 
department of rhc Fischer Line and Cemeur 
Companv of Memphis, resulting in Ravings ol 
*30fl ifi Sinn a nifiiit h in one department alone. 

• to O P ft M ed production \l (f l and decreased ab 
sentecism 7 i t U*r the I .nit (amh Company of 
l«nnjj Island < "in 

o Reduced clerical errors in the auditing de- 
partment of the Citv National Bank &■ Trust 
Company of Kansas City, by J 1%. 

• Increased | o • m liirt it ill and decrease* I ah 
Nerucciiiii !> r ; loi ihc National Ciypsum Com 
I Min «d Butf.do 

• Increased output |wr operator in the work 
clothes pkuit of M.umi.n tin jut? Com- 
pany, of Denver. b\ 10%. 

• Increased kev punch production of the Mis 
mijppi Power Light Caunpanv's IBM op 
etltotl tr> an II year hijr?i - two months after 
it Was installed 

Why MUZAK is So Different From 
ORDINARY "WORK MUSIC" 

I tow can "just musu 
I accomplish results like 

Si 



ihese? The answer is simple It can't! For 
sir / \K is not *"just music." mi'kak has spem 
l 2\\ \ears |>ci letting a scientific way lo meet 
the minimum requirements for a successful 
work-musu program. 

YOU NEED A SPECIAL KIND OE MVS1C 
iv h if] i is "heard tml not listened to" — which 
stimulates people uiihoiu distracting rhem. 
mi /ak \\a% its ( iwn SH).tUMJ,t»flO rrrasur) of cus- 
tom rrt lied win tUstttu tutg o.iik^omnrl imisii . 

\OV S ¥¥.{"> st lt \TIHC PROGRAMMING 
to suit the time of day, place and type of work 
activity. Each sit /ak program is bused on 20 
years' studv ol ihecflcnso! music on people 

YOt \f t l> ( ON J ROLLED DYNAMICS*' to 
penetrate noise barriers, mailt out unwanted 
noi*e. without becoming distractmglv loud — a 
technique which muzak hai pioneered, 

lOt NEED A COMPLETELY AUTOMATIC 
SYSTEM which avoids the cx**t of assigning per- 
fottnel to purchase and More records or tapes, 
determine schedules, operate and ma i main 
equipment A Hick of the switch itarts muzak. 

These arc sdhte of the reasons why upwards 
ol 20.UOU piojt*ressivi-i> numa^cd toinjunies mv 

serviced by mu*ak. Including 15 of the 17 top 
companies ccriitu.il ,»s Iksr Managed" hy I he 
American Institute of Management . , , 11 of the 
12 "Best known Companies" . . . *0 of the TO 
largest insurance com panics. Why not find out 
what tan do lor vow companv? Send lor 

ilit* her hook let describcfl belois 



. » . and here are actual IEBC0 Com- 
pany work tickets i showing unit pro- 
duction figures before and after 
MUZAK. 



FREE COPY 

— — 3 "An Answer to Worker Tension' 




This uiten**tuij£ hoiiklil I'XulaiiiK 

how SIVV.AK U»SSen* flltlUMl, ln[llli> 

mistake*, crits down idle talk, cases 
fr let ion. tind quickly repays uton 
thun it-i lo^t. 

it thorn thr am$a M^mmqq He- 

tweeu mukak nn<\ other kindn «.f 
work-mi i lie, tt charts, Utr ini tuner, 
tin- rff<*cls of Mlv.AK iip<»n the ki y- 
puiich oprjkUors mid vrrilU-r opfra- 
turi <H inn cif thr world's lurgi-*t m- 
Mirmiee ctir»pariits 4 

MCV.AK U itniihinlKLd uin<>ni*t J.ally 

■••a if i 



1 1 lakes yon imide the mvzak 
ivstem, shows h*t\\ mi/ak crrm*-*, 
trimimit* and nrot<t1s its ^ I (>,(KH) ( 0<JO 
treasury of especially prnflnmimed 
« ork-mwdc* This hoakJct is yours for 
rhr askiiiu Simply mud the coupon 
in id \r>n \\\\] reeeis-i- a copy with nut 
cost or oh I i »:nt inn of Any kind, MU'/AK 
Corfmratioti, Dent 62, 229 Fourth 
Are., Si W V.irJk 1 V. Y 

* I * A K miut TKA V Kl . M V r \ k 
R«.#. U,H Pat. Off. 
Ml V S K hItjiII"' In [<rtnrl{ial rlllvi 
bll 

M 



MUZAK Corporation, Dept. 62 
229 Fourth Avenue, Now York 

PltMsc send me 
IVor ft er Trttsittn." 



3, N. T. 

wit In nn ohli^Hion, a tree <op% ol 



Vfn tower to 



*l*\\MU,u* tivaUu\<U f » i. u THAU I ^n / \ U. {r> t Ti*m* |>l..^, nbtj.* an>l 

' ' " "NU-rt-Nii.,1 I., n mi i r m^. |>i,h*. .NTii^ rr.r rwih*T nir.H-m«n..ii 



Nftine 

Company 
I \ |m- o| Itusiness 

Street 

t:iiy He /a me 



lN»siiifin 



N o of Kniployeei 



St, ut 



: ] CIu lIc lu r* tot \i i hi(> cl ip* cificalnmv ioi nev* tir remodelled buildings 




do you fake 
water for granted? 



Mo?t of do. And once we eon Id, 

Water Lh our most inexpensive commodity. Once it was plentiful. 
Bui times change. Today our rapidly expanding population, 
industry and igrieullure are straining water supplies 
to the danger point. We need more water liadly ami nrw reservoirs, 
dams ami water systems to store and distribute it. 

Your water official ask your help in supplying them. 

1. Encourage future water planning. 

2, Support reaiUlic water rales and water supply Itoml issue*. 
3* Conserve water where you can- 
Water it* our No. 1 problem today! 



AMERICA'S 
NO. 1 TAX SAVER I 

The Mi« America of 2059 will be terved 
by cott iron pipe laid today. Throughout 
the country many catt iron water and 
gai maim a hundred and more years 
aid are trill in ute. Thit dependability 
and long life make cait iron pipe the 
No. I Tax Saver in any community. 



CAST IRON PIPE 

RESEARCH ASSOCIATION suites 440, PRUDENTIAL PLAZA. CHICAGO 1. ILL 




managements WASHINGTON LETTER 



►DON'T WRITE OFF possibility of tax 
revision this year- 
Concern's mounting in capital over 
need to adjust inequities- ... to spark 
up faltering economy. 

Congressional committee staff's study- 
ing ways f effects of various programs. 

►GOVERNMENT CAN BRIGHTEN your business 
horizon by overhauling crazy-quilt 
national tax system* 

Urgency for overhaul's expressed by 
Joel Barlow, tax specialist describing 
business viewpoint for National Chamber 
to House Ways, Means Committee - 

Tax revision, Mr. Barlow says: 

Will increase revenue, permit balanced 
budget, encourage achievement - 

Current tax structure, he adds: 

Eliminates incentive, slows economic 
momentum, discourages business growth. 

Tax depreciation policy, Mr. Barlow 
says, hobbles U. S. economy, makes idle 
plants, creates antitrust problems. 

He advocates lower tax rates for 
individuals, corporations, revision of 
depreciation schedules. 

You can have details of this tax re- 
vision plan by writing Taxation Dep't., 
U. S. Chamber, 1615 H Street NW, Wash- 
ington 6, D. C, 

►ANXIETY ABOUT U. S- DEFENSES will 
permeate congressional action in weeks 
ahead. 

This means major issues will be those 
with defense involvement. 

Other issues will be put off. 
Here's outlook: 

Defense spending — increased allotments 
for missiles, more than asked for. 

Labor legislation — look for action to 
tighten control of union pension funds, 
possible inclusion of criminal penalties 
for abuses. 

Education — some action on federal sub- 
sidy of scholarships looms. But school 
construction aid is unlikely. 

Foreign aid increase — the Administra- 
tion will probably get less 
than it seeks. 

Reciprocal trade agreements — act will 
probably be extended 1 year. 

Minimum wage — action to extend 
coverage of $1 an hour minimum 
to new groups of workers faces tough 
opposition. 



Postal rates — observers predict an 
increase on first class to 4 cents. 

Reactor program— powerful pressure for 
more federal funds for reactors. 

Proponents of federal aid say private 
enterprise, private capital aren't 
moving fast enough. 

Farms — not much action likely, bloc 
is split. 

Social security — look for move to 
lower qualifying age for men. 

Pre-merger notification — no action 
expected. 

►WORKERS WILL FARE BETTER than industry 
in year ahead. 

* This view's held by Administration 
budget planners who look (hard) for: 

Personal income to go up, corporate 
profits to remain even. 

Opinion is that economy will be on 
upturn before midyear. 

According to this view, you can look 
for personal income to reach $1 billion 
a day rate by end of 1958- 

Treasury's counting on personal income 
to rise to average $352 billion, bring 
in $38,5 billion taxes in year ahead. 

Current year's estimate is for $343 
billion to bring in $37-2 billion tax. 

On business side, Treasury expects 
corporations to earn $42 billion both 
years, pay $20.4 billion tax. 

Excise taxes in year ahead will come 
to $9.3 billion, up from $8.9 billion. 

Other receipts of $6.2 billion in year 
ahead will bring total budget receipts 
to $74.4 billion* 

Current year's estimate is for $5.9 
billion other receipts to bring total to 
$72.4 billion. 

This year's expected to end $400 
million in the red. 

Next year will see a $500 million 
surplus. 

Economists in Wasffington view these 
estimates as optimistic. 

Business has got to pick up, they say, 
or income totals will fall short. 

Note: Some observers believe budget 
balance next year's in greater danger 
from higher expenditures than from 
receipts drop. 

►FACTORS TO CONSIDER in assessing 1958 
wage trends : 

1. Bargaining — 
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More labor contracts in basic indus- 
tries will be open for negotiation than 
in any recent year. 

This increases chances of strikes » 
Industries negotiating new wage agree- 
ments include aircraft, automobiles, 
farm implements, shipbuilding, shipping, 
glass, possibly soft coal* 

2. Built-in increases — 

About 4 million workers will get auto- 
matic raises previously promised under 
long-term contracts — which may affect 
bargaining situations. 

More than half will get hourly raises 
in 7-9 cent range. 

Industries include steel, aluminum, 
canning, copper , meat packing, 
railroads. 

3. Unemployment — 

Rising unemployment in first part of 
year will take some steam out of union 
demands for higher wages. 

Workers seem more reluctant to strike 
for higher wages when jobs are not 
plentiful. 

►WHAT'S TRUE STATUS of Soviet might? 

Just-completed study made for U, S. 
Air Force provides some answers. 

It concludes: 

Soviet achievements in military 
production, industrialisation have 
been substantial — but — 

"Soviet bloc is still far from having 
preponderance of world military and 
economic superiority." 

Study's based on data gathered during 
3 decades, plus considerable information 
newly available. 

It's by Soviet specialists of Foreign 
Manpower Research Office, Bureau of the 
Census. 

Report disclaims representation of 
official position or policy — but is 
unbiased result of research* 

It puts into calm perspective the 
current furor for gigantic national 
spending calculated to match supposed 
Russian performance. 

NATION'S BUSINESS interviewed 
specialists who made the study. 

Here are some highlights of their 
findings: 

Study reveals mixed bag of achieve- 
ments, failures. 

On the positive side, Russian education 
is making great strides, with resulting 



military, scientific benefit. 

Soviet agriculture is faring poorly, 
urban problems are increasing steadily, 
living standards are lagging. 

Study shows how labor productivity and 
capital use in Russia are major problems 
for communist leaders. 

In short: Russia's a force to be 
reckoned with— but reckoned with on 
balance. 

U. S. goals should be calculated on 
basis of America's future needs. 

In this, communism is a factor — but 
not sole factor. 

►DOES GOVERNMENT help to cause some 
of the problems it proposes to spend 
taxpayers' money to solve? 

Look at these facts, judge for 
yourself : 

Occupational Outlook Handbook, 
Bulletin No. 940, says: 

About civil engineers — 

"Persons who start training now or in 
the near future may be confronted with 
keen competition for jobs." 

About electrical engineers — 

"Good prospects for those already well 
trained. 

"However, those completing training 
and those entering college will probably 
meet intense competition for jobs." 

About chemical engineers — 

"Expanding field, offering good employ- 
ment prospects for those already trained 
or who will complete their training in 
immediate future. 

"Competition will become increasingly 
keen as result of present record enroll- 
ments in engineering schools," 

When did government publish this? 

1949. 

For what purpose? 

To guide students, to provide "most 
current information concerning employ- 
ment trends which should be of great 
value... in selection of courses to 
pursue. " 

What happened to engineering enroll- 
ments? 

They plunged. 

Total number studying engineering 
in 1949, including those working for 
advanced degrees, was 219,712. 

Number dropped to 180,262 in 1950. 

It fell again— to 165, 637— following 
year. 
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Note: Government subsequently dis- 
covered new need for engineers, began 
advising students of this. 

Following year number enrolled in 
engineering began climbing. . •number 
still going up. 

►CUT THROUGH CONFUSION about status of 
U. S. engineering education. 

What's important is how many are 
studying, working toward degrees. 

Facts are these, findings of new gov- 
ernment survey just finished: 

Total U. S. engineering enrollment now 
is 297,077. 

That's number studying in college and 
postgraduate levels. 

Figure's up 20,000 from year ago, is 
up from: 

243,390 two years ago. 

214,414 three years ago* 

193,333 four years ago. 

176,549 five years ago. 

And is nearly 80 per cent higher than 
165,637 enrollment six years ago. 

Fastest growth is number studying for 
first engineering degree. 

That's up 84 per cent in six years. 

Number working for master's degree is 
up 44 per cent in six years. 

Number's now 24,136 compared to 
22,529 year ago. 

For doctor's degree in engineering: 

Today's 4,180 is 45 per cent higher 
than 2,875 of six years ago, surpasses 
year ago's 3,402 by nearly 23 per cent. 

How many graduate? 

This trend is shown: 

With 37,039 diplomas, last year's 
class had 17 per cent more degrees than 
previous class. 

Figure's up from 27,672 two years ago. 

►IS RUSSIAN EDUCATION superior? 

Data revealed in Air Force study shows 
96.6 per cent of Soviet primary grade 
teachers have only a 7-year education. 

Because of this, because curricula 
unadapted to variations in ability, be- 
cause of economic pressures to leave, 
Soviet failures and drop-out rates are 
very high. 

For every 4 children promoted or 
graduated, 1 drops out or fails. 

As one result, only a third of the 
industrial workmen have 7th grade educa- 
tion or more. 



Only 1 in 5 Soviet farm workers has 
5th grade education or higher. 

Proportion with higher or technical 
education is 0.8 per cent. 

Item: New Census Bureau data shows 
7,5 million Americans are college grad- 
uates — 2 million more than 1950. 

Average American worker has 12 years 
of schooling. 

►ARE AMERICAN YOUNGSTERS avoiding 
scientific studies? 

Comprehensive study by U. S. Office 
of Education looks into this, compares 
enrollments with 8 years ago. 

Total enrollment's up 29 per cent in 
public high schools. Here are enroll- 
ment changes for scientific subjects; 

General science enrollment is up 41.3 
per cent. 

Biology, up 43.6 per cent. 

Chemistry, up 26.2 per cent. 

Physics, up 6.5 per cent. 

Other science, up 71 per cent. 

Elementary algebra, up 45.7 per cent. 

Intermediate algebra, up 30.1. 

General mathematics, up 50.2 per cent. 

Plane geometry, up 31.6 per cent. 

Solid geometry, up 70.2 per cent. 

Trigonometry, up 83.5 per cent. 

Other mathematics, up 202.2 per cent. 

Another survey finding: 

Some high schools don't offer advanced 
science or math courses. 

About 100,000 high school seniors 
are enrolled in such schools. 

►TRENDS: In consumer expectation 
studies, don't overlook consumer ability 
to buy goods, services. 

With total personal income coming in 
at highest annual rate, you can expect 
consumption totals to reach new peaks in 
coming year. 

Economists in Washington estimate per- 
sonal consumption — now at $283 billion 
annual rate — to climb to about $290 
billion by year's end. 

Watch business capital investment for 
key to economic upturn. 

Annual rate's now about 5 per cent 
below 1957 quarterly average. 

If plans to expand drop significantly, 
it could signal really big trouble ahead. 

Note: Current annual rate is $35.5 
billion. 
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Vai\\& you sell your business building, 
furniture and fixtures for the amount of 
insurance you carry? No? Then you're 
not adequately protected in event of 
loss. The same applies to your home 
and household contents. To make sure 
you're up-to-date, call an agent repre- 
senting one of the 

Phoenix of fart^rd 

INSURANCE COMPANIES 

Ext (utive Offitt: Hartford /J, Cow*. 

The Phoenix Insurance Co. 
The Connecticut Fire Insurance Co. 

Equitable F. & M. Insurance Co, 
Minneapolis F. At M. Insurance Co, 
Reliance Inmrance Co. of Canada 

WHIN YOU BUY INSURANCE BUY INTEGRITY 

10 




etters from 
businessmen 



To get ideas across 

May we have permission to repro- 
duce the article "You Can Get Your 
Ideas Across"? We would like to 
distribute it to our management 
trainees. 

Roy L. Robeson 

Annuitant Vice President, 
Manufacturer* and Tmdt r,sTi uxt Co., 
Buffalo, N. 

Your article "You Can Get Your 
Ideas Across" is most interesting as 
well as informative. I would like to 
obtain a reprint. 
W. Fleck 

Electronic Tube Division, 
Wettttnghtmse Eitf tric Corporation, 
Bath, X. Y. 

Please forward six reprints of 
"You Can Get Your Ideas Across." 
Several people in our department 
found this article to be quite in- 
teresting and wish to pass its con- 
tents on to others. 

Paul L. Holt 

Merchandising Department . 
Buick Motor DivimttH. 
General Motors Corporation, 
Flint. Mich. 

p-A total of SfiJf request* for 9,708 reprint* 
thu* far for this December art\rlt. 

Fits here . . . 

In your article "Personal Selling 
Gets New Emphasis" you talked all 
the way around the insurance busi- 
ness without touching on it It so 
happens we independent agents have 
a competitive problem which I think 
statistics will prove we are solving 
in a satisfactory measure by a co- 
ordinated advertising program be- 
tween companies and agents, with 
both parties contributing. You will 
be able to see the results in dollar 
sales if you collect the statistics. In 
no other business is the personal 
touch so essential and in no other 
profession is service after the sale 
so important. Through the efforts of 
the companies and the agents them- 
selves, the agent is rapidly reaching 
the position of a professional coun- 
sellor and is conducting himself on 
that plane, 

Frances E, McMullin 

Smith -Huening Agency* 
Water ford, Wis. 

. . . here, too 

The article "Personal Selling Gets 
New Emphasis" was a vivid remind- 
er of the sometimes subtle changes 



that take place in merchandising. 
The fields of watches, jewelry, hard- 
ware and drug sales were empha- 
sized, but mention of photographic 
selling was conspicuous by its ab- 
sence. The article said "people will 
buy from fa specialty dealer' often 
overlooking a price differential . . . 
where they don't have knowledge of 
the product ... in cases where op- 
erating troubles can develop ... an 
item which the customer has to 
be show T n how to operate . . . items 
where professional skill is needed 
for selection or maintenance. . . 

These are so obviously applicable 
to the photographic retailer and his 
service department that every photo 
dealer, repairman and manufactur- 
er should examine the manner in 
which they fit his future merchan- 
dising plans. Throughout the entire, 
well organized article the implica- 
tion that service is a vital part of the 
retailer's function is outstanding. 
Samuel L. Love 

Director. 

National Camera Repair School. 
Bngleioood, Colo. 

Opinion on paradox 

I have just read "Scientific Tri- 
umph of Russia Shows a Paradox in 
Education." In answer to some of 
the issues you have raised, I would 
like to point out that money is a pri- 
mary factor in education. But first 
let us go into some of these other is- 
sues you mentioned. 

In order to maintain a democratic 
form of government, I'veryone -**r itt 
least as many as possible— must be 
literate, have some knowledge of our 
history, be slightly familiar with 
economics, business, taxation, etc.; 
know how their government func- 
tions; how to take part in their gov- 
ernment, and so on. We area govern- 
ment "of the people, by the people, 
and for the people." Russia is not. 

Now, what to do with the unquali- 
fied student? Trade schools like in 
Russia? We already have them , . . 
this is not the answer. A few learn 
valuable pre-trade skills, many just 
waste their time, the instructor's 
time and the taxpayer's money. It 
would have been better to keep some 
in a regular academic school and 
hope that some of the information 

soaks in. 

Another problem-is a poor learn- 
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Atomic n HaIf Life' saves Human life 

helped by Air EXpress with extra -fast delivery! 



This radioactive material has a rendezvous with fate. 
And it must not be late. Its power to diagnose or cure 
disease spans just a handful of hours, called a ''half- 
life." Then, swiftly, Us potency leaks away. 

To forestall such danger, this peaceful atomic weapon 
must race the clock to a hospital, often thousands of 
miles away. And the vital responsibility for on-time 
delivery is entrusted to Air EXpress, 

Jobs like this are all in a day's work for Air EXpress, 
And this same service is always at your service — no 
matter what you make. With Air EXpress, you can 
multiply your opportunities to sell anywhere in the 
country, because Air EXpress gives you 10,212 daily 
scheduled flights — plus fast pick-up with 13,500 trucks, 



many radio controlled - plus a nationwide private wire 
system. Yet Air EXpress is inexpensive. For instance, 
a 15 lb. shipment from Chicago to New York costs only 
?5.15 with Air EXpress — $2.30 less than any other 
complete air shipping method* Explore all the facts. 
Call Air EXpress. „ 




OETS THERE FIRST via U. S. SCHEDULED AIRLINES 



CALL AIR EXPRESS <2> ... division of RAILWAY EXPRESS AGENCY 




the sites ot Georgia 

in this new directory of 
choice plant locations 



Just off the press, this unique book contains complete in- 
formation about choice industrial sites currently available in 
Georgia, There's an aerial photo of each site, together with a 
description of the land and its locality, including details about 
utilities, transportation, raw and finished water supplies, 
population, labor availability and other essential data. 

"Industrial Sites in Georgia" is a book of unusual interest 
to any management man concerned with plant location. 

Write today for your free copy. 

E. A. YATES, Manager 

Industrial Development Division 

GEORGIA POWER COMPANY 



Box 171M Atlanta l f Ga. Phone: JAckson 2-6121 



er really dumb? Not always. Many 
are really quite bright, but just have 
not found themselves yet. 

Fkrnand Feig 

Cass Technical Hiuh School, 
Detroit , Ma h 

I have read with interest your 
"State of the Nation" (on competi- 
tion in education . I couldn't agree 
with you more completely — you 
stressed the same points I have 
heard from my husband for many 
years. spoke with some author- 
ity; he taught science and mathe- 
matics for more than 42 years, in 
universities, junior college and high 
schools. It is to be hoped that think- 
ing such as yours will prevail and 
that there can be a return to the 
thorough competitive education of 
50 years ago. 

Miriam R. Field 

Sunnt/slope, Aris. 

As a classroom teacher I am 
amazed that a layman (State of the 
Nation, January, by Felix Morley) 
can so accurately diagnose the de- 
bacle in elementary and secondary 
education. I agree with him that 
money alone will not solve the prob- 
lem. The climate in which we are ex- 
pected to do the teaching is frus- 
trating to anyone who is trying to 
do a good job. 

Leonard H. Menn 

Refugio, Test, 
►Ft- ft j- Morley wntcft on education from an 
imprennive background in the field; inchtd- 
\mj teaching at 8t. John'x Colhtjt >-„ Annap- 
olis, Mf\., and the presidency of Haverfnrrt 
College, 19/^-191,5. 

They'll grow, if tended 

We wo u Id l i k e t o a s k y o u r pe r m i s - 
sion to reprint "How To Develop 
Ideas/' which would be useful to 
employes of the Fish Companies 
through our company magazine. We 
would like to compliment you on 
your excellent magazine. 

Howard H. Walters 

FMh Enfiinetnnti Corporation. 

Bon* ton, Tex. 

We were so interested in your 
excellent article "How To Develop 
Ideas" that we are requesting your 
permission to reprint it in Advertis- 
ing Age, 

Merle Kingman 

Senior Editor, 
Advertising Age, 
Chicago* IlL 

t-PermixAitm {/ranted 



Held on desk 

I think Nation's Business is 
one of the finest magazines pub- 
lished for American industry. Each 
time an issue reaches my desk, it is 
held until I have a chance to go over 
it thoroughly. You certainly are do- 
ing a great job for American in- 
dustry* 

E. R. Coombks 

Mechanization, Uu 
Washington, D c 
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Can You Call a Man a "Failure" 



at Thirty? 



Men who think that success is only a matter of "afeiv years 
are failures . . . however young they are! 

How often have you heard some young man in business say, 'Til admit the job I have now 
isn't much but, after all, I'm only in my twenties." 

Or: "Just about every executive in the company I work for is between 45 and 65. I have 
plenty of time to get ahead." 

This mistaken idea that success comes automatically with time is easy to understand. 
Promotions do come regularly and effortlessly to young men of promise. Bid the day arrives, 
often abruptly, when that promise must be fulfilled. Native ability and intelligence can carry 
a man only to the mid-way point in business— beyond that he must prore his capacity to justify 
a position of executive responsibility. That calls for a practical, working knowledge of business 
fundamentals. 

The time to build that knowledge— to lay a solid groundwork for your future progress- 
is now . . . now while time is still on your side. If you fail to recognize that fact, you'll know 
only struggling, skimping and regret when your earning power should be at its height 



FOR THE BUSINESS MAN WHO REFUSES TO STAGNATE 




TTALF the world is half asleep! 
" M en who could be making twice 
their present salaries are coasting 
along, hoping for promotions but 
doing nothing to bring themselves 
forcefully to the attention of man- 
agement. They're wasting the most 
fruitful years of thei r business lives.., 
throwing away thousands of dollars 
they'll never be able t a make up. 

If yon want to discover how to 
start to succeed while you're still 
young— if you want to avoid the 
heartbreak of failure in later years 
—send today for "Forging Ahead in 
Business". , . one of the most prac* 
tical and helpful booklets ever 
written on the problems ol personal 
advancement, You will discover 



what the qualifications of an execu- 
tive are in today's competitive mar- 
ket . . . what you must know to 
make $15,000. $20,000 or more a 
year . . . what you must do to accu- 
mulate this knowledge, 

"Forging Ahead in Business" was 
written for ambitious men who seri- 
ously want to get down to bed-rock 
in their thinking about their busi- 
ness future: there's no charge for 
the booklet because, frankly, we've 
never been able to set a price on it 
that would reflect its true value. 
Some men have found a fortune in 
its pages. If you feel that it's meant 
for you, simply fill out and return 
this coupon. Your complimentary 
ropy will be mailed to you promptly. 



ALEXANDER HAMILTON INSTITUTE 

Dept. 605. 71 W. 2:Jrd St.. New York 10. N, Y, 

In Canada: 57 Bloor St. W.. Toronto, Ontario* Canada 

Please mail mo, without cost, a copy of your 4fv.page book — 

FORGING AHEAD IN BUSINESS" 



Name. 



Firm Name 



Business Address . 



Position . 



ALEXANDER HAMILTON INSTITUTE nU"-i«&.y: 



Home Address, 
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WATCH 
THIS ISSUE 



TVA seeks 
freer hand 

Congress will decide this 
session on measures for 
public power expansion 



HIGHLAND CREAM 
Scotch Whisky 

86 PROOF • Blended Scotch Whisky 
Schieffelm A Co., New York 



Revived i j rf,ssu hks for expansion 
of the Tennessee Valley Authority 
face Congress this session. 

Argument in the coming congres- 
sional debate will center around how 
free a hand tva will he given in fi- 
nancing expansion and whether the 
agency will he allowed, in effect, to 
slide out from under Ihe control of 
the lawmakers. 

Action will begin in the House of 
Representatives. Last year the Sen- 
ate passed and sent to the House a 
bill that would allow tva to issue 
revenue bonds up to $750 million at 
any one time and would permit the 
agency to expand its power service 
territory— from 80,000 to 192,000 
square miles. 

Under the Senate bill, the bonds 
which tva would be authorized to 
issue would be outside the debt limit. 
They also would be free from Budget 
Bureau fiscal cpntrols. 

The Treasury would have no ac- 
tual control over tva financing, be- 
cause the power agency could issue 
the bonds on its own authority. The 
Treasury could ask it to delay the 
offering but could not prevent it 
yet would be responsible for the 
fionds in case of default. 

The Senate bill also frees the 
agency from the need of asking Con- 
gress for appropriations or for ap- 
proval of expansion plans. My per 
mitting the agency to issue revenue 
bonds, the requirement to repay tax- 
payers' investments out of revenue 
would be avoided. The issuance of 
revenue bonds to finance itself, op- 
ponents feel, sets a dangerous prec- 
edent for a government agency. 

Although tva would have to no- 
tify Congress of its intention to 
build plants, it could go ahead if 
Congress did not enact prohibitory 
legislation within 90 days. Under 
this clause, tva could notify Con- 
gress toward the end of a session, 
when it would be practically impossi- 
ble to get a bill passed. Since the bill 



says merely that only $750 million 
in bonds can be outstanding at one 
time, the agency could issue new 
bonds as fast as old ones were retired. 

The House, also, was busy with a 
bill of its own during the first session 
of the Eighty-fifth Congress, The 
House bill, although similar to the 
Senate's, goes even further. It sets no 
limit on either the size of the tva 
area or the amount of borrowing the 
agency can do. 

The House bill, like the one from 
the Senate, says in several places 
that tva shall not be subject to the 
"provisions ... of any other law/' 
This clause exempts the agency from 
the Corporation ( ontrol Act of 1945, 
which forbids any government agen- 
cy from issuing bonds without Treas- 
ury approval. This gives tva final 
and complete assurance that it is 
beyond legislative control. 

This bill, identical to proposed 
legislation introduced in the first ses- 
sion of the Eighty-fourth Congress, 
was approved last year by the House 
Committee on Public Works. The 
House Rules Committee is expected 
to report the bill to the floor for de- 
hate fairly early in this session. 

The President in his fiscal 1959 
budget message, rec ommended that 
tva be allowed to issue revenue 
bonds but that Congress retain budg- 
etary control- 

Over and above the question of 
exactly how tva expansion should 
be financed and who should control 
it. or hold the purse strings, is the 
basic one of government competition 
with private industry. 

The U. S. Chamber of Commerce, 
one of many opponents of expanding 
government competition, points out 
that, "The concept that government 
should not compete with its citizens 
has been violated ever since tva be- 
gan to sell electricity. The situation 
l>ecarne serious after tva hydroelec- 
tric developments were completed 
(continued on page 18} 
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The exciting \ design 

in office furniture 
is being done with \ wood 



:i WW 





You're not alone in preferring today's new wood designs. Your office worker* 
like wood, too ... for its beautiful ingrained individuality, warm, "living" 
touch, quiet operation. And . . . they like the ihotightfulnesa of your 
decision to give them wood. Today, when profits and good employees are so 
hard to get and keep* "enlightened self-interest" dictates this decision. 
You will be repaid with greater efficiency, higher morale, increased output, 
arid reduced absenteeism. Furthermore, wood gives you greater initial economy. 
So whether you're replacing old desks and chairs or equipping new space, let 
vour office furniture dealer demonstrate why it's better business , . . 
(and less expensive) ... to do it with wood. 

FASCINATING, helpful ct IDK to color PLANNING* yours in a new illustrated booklet 
e ailed "Listening for Color." Just fifty rents per copy. Send for it today. 



OOD OFFICE FURNITURE INSTITUTE 

DEPT. 19, 1414 EYE STREET. N. W„ WASHINGTON 5, D. C. 



In lii<; interval of better turn of worn! office furniture the fdluwrnn njiniianka have contributed lo ihr preparation of thii nwMiurr: Alma D*tk Company, 
llidh Point, N. r. - Holinie Choir Company. Silrr City, <\ f in«)»on Mf*. Com|*ny. titmtjr* C. - Homier Peak Company, Jasper, lad. Imperial Dealt Company, 
Kvaruvitle, Ind. * Indiana Chair Company, Jajper, Ind. Indiana Dmk Company. J»*t<r» Ind. * Jaape* Chair Company. Jaaper, Ind. - Ja«pfr Dak Company, taper. Ind. 
Jftiper OflW Furniture Comi»ny, taper, Ind. • taper Beating Company, taper. Ind, ■ The Leopold Company, Burlincton. low* - The B. L. Marble Chair Company, 
Hertford, Ohio ■ Myrtle Dak Company. Hijtb Point. S. C. The Taylor Chair Company, (Mford, Ohio Tlnniww Furniture Company. Hipli FvmM, N. C 



FORD TRUCKS 



and the new 




'58 FORD TILT CAB— Lowest tilt 
cab prices in America by hundreds 
of dollars , . . based on a comparison 
of factory -suggested list prices! Me- 
dium Duties from 18,<XXMb. GVW 
to 32,00<Mb. GCW. Other models up 
to 65,000-lb, GCW. 




"58 FORD STYLESJDE PICKUP. Modern, extra-wide body 
is standard at no extm cost. 64 -* 8-, and 9- ft. bodies. 
Conventional Flareside box available. Six or V-8 engines. 




FORD PARCEL DELIVERY CHASSIS (P-350 shown! 
are available in windshield-front-end or stripped-chassis 
models for your choice of modern custom-built bodies. 
Four P-Series chassis with GVWs up to 17,000 lb. for 
bodies with 250* to 525-cu. ft. capacities. 



FORD F-100 CUSTOM PANEL features roomy, all-aU-el, 
fully lined body. A big 158 cubic feet of loadspace and 
wide rear door opening easily accommodates bulky 
articles. Its 110-inch wheel base makes it highly maneu- 
ver hie in traffic. 



COST 

58 s 




prove it 




A Ford truck is designed to cost you less from the day 
you buy it to the day you turn it in! Ford leads wrth 
the features that mean dollar savings. 

There's first cost. Many Ford trucks are priced sub* 
stantially below competitive models — frequently hun- 
dreds of dollars loss! And resale value is traditionally 
high. There's engine economy. Only Ford offers Short 
Stroke power in both Six and V-8. There's reliability. 
These new *58s are built to last. Independent insurance 
experts prove Ford trucks last longer. They're money- 
savers to the end , . . see your Ford Denier, 




FORD MEDIUM DUTY TRUCKS (F 600 shown) avail- 
able with 9- or 12-ft T stake bodies, offer wide choice of 
modern Short Stroke power. V-8 or Six. \% - or 2-ton 
models with C.VW'g from 15,000 to 19.500 pounds. Fully 
automatic Transmatic tnirwmxwsion available. 



i 



29% MORE 
IOADSPACE 



NEW CAPACITY! Kvtra-wirie pierk- 
up body baa 23*>v more Loadapace than 
any corrt|M.'i il ivt? h/ilf-inn pick up t 




NEW EASY SIDE LOADING 

plus Kmarter styUmr i» * truly modern 
pickup body, itfandarft ot HQ extra rnmt. 




NEW EASY RIDE: Imparl .rMirnpb 
Usta prove Vani pickup* jiv© you MM 
■oioolbcwl rid** of UH bidf-ionner! 




NEW EQfiNOMY 1 I ft)- hp. Sin ha* 
improved carburetor for up to 10% 
grimier f[n* milr-nRo A I wo Short Stroke 
V-8 available. 




NEW COMF 

i*ed cuh hum 
i»l op at id 



APPEARANCE... 




y r 

makes the first impression! 

And you're off to a uonderful start with 
Eaton s Eminence Honrf 1 vpenriter I*aper. 
An economically price*] paper of exceptionally 
line appearance. Suitable for the majority 
of business needs. Has a distinctive cockle 
finish. Excellent in performance — and 
easy on the office budget! 
In all weights; I OO-sheet packets 
and MX). sheet boxes. At y*mr stationer's. 

EATON'S 

BERKSHIRE TYPEWRITER PAPERS 

EATON PAPER CORPORATION , PITTSFIELD, MASSACHUSETTS 




Would you like to hove 
your fleet supervisor 
ride on every trip 
of each truck . . . 
without leavin g his desk ? 




WAGNER- 
SANGAMO 



"supervises" 



TACHOGRAPH 

every movement of truck from start to return 

When you equip your trucks with TACHOGRAPHS if s like having 
your fleet super* isor ride on every trip . . . without leaving his desk. 
Tachograph h mounted on dashboard. Chart, placed inside the 
instrument before each run, makes a graphic record of time of 
operation, duration of slops, speeds and distances traveled. 
These graphic reports of every run . . . help cut unscheduled stops, 
help you plan better routing, control vehicle speed, and lower 
operating costs by encouraging savings in time, gas, oil and tires. 
Get details. Mail coupon for Bulletin SU-3. chart mis all 





WalnsrElecffric Corporation 

6475 PLYMOUTH AVf. • ST. LOUIS 14, MO. 
Mmm* ***** a top? *f BvUmt* SU-3 

" 



Com puny 
Addr*ti 

Otf 



W* op*rot*„ 



_V»hid*» 



TVA 

continued 



and tva built its first large steam 
plant. Now more than half of its 
power capacity is in steam plants, 
and practically all of its expansion 
is in this type of generation. While 
imposing a complete monopoly on 
electric power in its area and forcing 
out practically all private power 
operations, tva also takes away busi- 
ness which might otherwise be flow- 
ing through private- enterprise chan- 
nels," 

A minority report of the Public 
Works Committee listed six reasons 
for opposing the House bill in its 
present form. These are: 

1. It relieves tva of its present 
obligation to repay the government 
its investment in power facilities. 

2. It removes tva from the con- 
trol of the Government Corporation 
Control Act to which all other gov- 
ernment corporations are subject. 

3. It places no limitation on the 
amount of bonds that may be issued 
and fails to place a reasonable limi- 
lation on the manner of issuance. 

4. It permits unlimited expansion 
of the service area of the tva. 

5 . It remo ves p resent co n g ress ion - 
al controls over tva. 

6. It places unlimited power in a 
small group of men. 

In the course of debate on the 
Senate bill* Republican Sen. Arthur 
V. Watkins of Utah said the need 
for such a bill has not been success- 
fully established. 

He says the bill "proposes a radi- 
cal new policy of approving revenue 
bond financing for federal govern- 
ment agencies to produce power, an 
area where the sky is literally the 
financial limit 

"In view of the tremendous ex- 
pansion already made under existing 
authority, I feel that it is incumbent 
upon the Congress to assure itself 
that current expansion needs cannot 
}>e met from existing authority be- 
fore we embark on a new program 
with an authorization broader than 
anything yet considered in the re- 
source development field." 

In the past, tva has had to go to 
Congress and ask for appropriations. 
If the agency is allowed to do its own 
financing, one of the principal ways 
the legislative body has of control- 
ling government agencies— through 
the purse strings — will no longer ex- 
ist, opponents say. 

Many congressmen, in talks with 
Nation's Business, expressed 
the opinion that even if some form 
of expansion authority is granted 
tva, nothing as free-handed as, es- 
pecially, the House bill would be 
approved. *nd 
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Step out tomorrow 

feeling like a million ! 



Thai's right' You can Mart tomorrow turning back 
the clock 5 - 10- 15 years and more by simply 
giving yourself a daily rejuvenating treatment with 
this amazing automatic exercycle. It will help to 
rebuild your soft and flabby musculature, pull in 
your waistline, streamline your figure, increase your 
power of endurance, improve your chances against 
certain types of heart attacks, relax your nerves, step 
up your circulation, improve your body metabolism, 
strengthen your heart, keep your joints Rouble, im- 
prove your digestion and elimination, and to equal- 
ize your blood pressure, all of which will help to 
make you feel stronger healthier and livelier, and 
to look younger and more radiant. 

If years of sitting at a desk, or at the wheel, or 



standing on your feet (and not enough daily exer- 
cise) has brought about occupational stash (stag- 
nation of blood circulation and body metabolism) 
causing you to now suffer from vague aches and 
pains in your back, legs or feet; from faulty digestion 
or elimination; from nervousness or sleeplessness; 
from brcathlessncss; from circulatory disorders; 
from lack of strength, pep and energy; from over* 
weight; or from premature old age; then do as tens 
of thousands of men and women arc doing: take a 
short, daily automatic lxercycle ride! And re- 
member this! No form of massage, vibrations or 
other ariifkiiil means of stimulation can compare 
with action OF the main body muscles in over- 
coming occupational stasis. 




LET THIS FULLY AUTOMATIC — SELF PROPELLED -MOTOR DRIVEN 

EXERCYCLE 

Keep You Slender, Young and Active! 




NO PUUINGI 



Let's face it! The old- fashioned push-ups, 
chin-ups, sil-ups, knee-bends, body rotations 
and squatting exercises are too strenuous and 
loo tiring (and often harmful), for men and 
women over 35 suffering from occupational 
stasis. And so are manual exercising devices 
which require a great deal of stamina to oper- 
ate > (Remember! exercycle is not mam tally 
operated). 

Exercycle, on the other hand, manipulates 
and exercises every major body muscle in your 
legs, hips, arms, back, chest and abdominal 
region simultaneously and automatically , with- 
out manual effort on your pan. A 30- minute 
exercyct.e ride — with all major muscles and 
joints engaged in smooth, gentle, rhythmic mo* 
ttort — is equivalent to hours of ordinary exer- 
cising. And when you are through, you are left 
rested, relaxed, refreshed, re-energized and in- 
vigorated, ready for work, play, a night of 
gaycty or sound sleep . . . because lxercycle 
does the work! 

DON'T LET OCCUPATIONAL STASIS 
SHORTEN YOUR LIFE 

Doctors tell you that passive muscle and Joini 
manipulation, such as exerc yc le provides, will 
instantly speed up your circulation. The more 
blood per minute that circulates throughout 
your system, the better you'll feel, the younger 
youll look* and the healthier you'll stay. 



Better blood circulation provides more oxy- 
gen for the body celts, a more rapid replace- 
ment of dead tissues, faster distribution of glu- 
cose, amino acids, hormones, red cells and 
white cells by the blood stream ... all of which 
improves body metabolism and helps to keep 
you feeling and looking young, strong, healthy, 
and radiant. 

IT'S NEVER TOO LATE TO FEEL YOUNG AGAIN! 

No matter how old you arc, or how soft, or 
fat. or weak you have grown as a result of 
occupational \tasis f fxercycle can take you in 
hand and, little by little, make a new person 
out of you. Within 10 days you'll start feeling 
younger, looking better and acting livelier. In 
30 days you'll awaken a new and refreshed per- 
son . . . youll stand taller, feel lighter, look 
healthier, eat heartier and sleep more soundly, 
And you'll feel less jittery, too. For there's 
nothing lhat can relax the nerves more natu- 
rally and quickly than gentle* passive exercise. 
Soon friends will say: "You look simply great!" 
And youll say. "I feel great!" 

POSITIVE WEIGHT CONTROL 

You can lose weight by starving yourself, 
bui you cannot control it that way for long 1 
because natural hunger won't let you. Exer- 
CYCLE gives you positive weight control by 
"burning up" excess calories before they turn 
into dangerous fat. 



OVER 60, 
AND STILL GOING STRONG! 



"I'm past 60 and active in 
ba\iness every day, i ride my 
Exercycle daily. My doctor says 
I have the body and stamina of 
a young healthy man of 35, He 
adds that stepping up my blood 
circulation daily is what helps 
to keep my weight down, my 
energy tip, my heart strong, 
my blood pressure norma!, my 
elimination regular, my 
m nerves quiet, my lungs in 
fop diape, my posture erect, 
and my muscles and joints flex- 
ible and pliable. As a result, I 
&t}oy everv meat, sleep like a 
baby, feel like a youngster, and 
can work like the proverbial 
horse. So I strongly recom- 
mend a short, daily Exercycle 
ride for all those who. like my- 
self, are engaged in sedentary 
occupations that can age you 
quickly J* 

WONDERFUL m , 
FOR 

WOMEN 




\ \i Rfvf 1 1 is so easy to ride, so 
gentle and silent in operation, 
and so effective in beautifying the 
figure and controlling weight, that 
40% of«XEtCYn.n buyers are 
women. 



MAIL COUPON TODAY! 



EXERCYCLE CORPORATION 
597 FIFTH AVENUE 
NEW YORK 17, N. Y. 

□ Send me FREE literature and prices. 

□ I warn a TREE, home demonstration. 
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THOUSANDS OF DOCTORS KEEP PHYSICALLY FIT THE EXERCYCLE WAY! 
(ALSO USED, BY GOVERNMENT AND PRIVATE HOSPITALS! 
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everywhere to bring you everything you eat, wear or use! 



AMERICAN TRUCKING INDUSTRY 

American Trucking Association*, Inc., Washington 6, D. C. 
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The state of the nation 

U.S. security depends on assets which lavish spending can't buy 



One of the less admirable of American charac- 
teristics is the belief that money can buy every- 
thing, including sputniks, friendship and love of 
learning. 

This common misconception has a direct con- 
nection with democratic theory. Any society with- 
out a class or caste structure is for that reason 
fluid. Those with ability, character and ambition 
are not held back by humble birth or lack of breed- 
ing. They do not need a title, a bluebook listing or 
baronial ancestors to reach the top of the ladder 
in any chosen line. 

But in the competitive upward climb access to 
funds at the psychological moment may be ex- 
tremely important. 

Thus arises an emphasis on the "Almighty Dol- 
lar" more pronounced than in an aristocratic sys- 
tem. Thus arises the distinctively American saying 
that so-and-so is worth so much, measuring the 
value of the individual solely in terms of his mon- 
etary resources. 

We all know better. We know that, despite its 
utility, money will not of itself make a happy mar- 
riage, guarantee good health, bring peace of mind, 
create an appreciation of beauty nor even lure fish 
to the millionaire's hook, as that most competent 
angler, Isaak Walton, noted long ago. 

And even in its limited field of purchase we 
know that the value of money is contingent upon 
careful use. 

The man who squanders his money is never, 
for that reason, held in high repute. If a was- 
trel is in control in any line of business he is 
unlikely to hold executive office long. Only in the 
case of government, though it, too, is supposed to 
1h3 a responsible 1 organization, is a clearly unpro- 
ductive spending policy regarded with a tolerance 
hard to justify on any reasonable basis. 

At a time when tax reduction is the most imper- 
ative need of a dynamic economy the Congress 
finds itself confronted with budgetary requests 
that by any traditional measurement can only be 
called fantastically inflated. The explanation is 



thai there is nothing traditional about the unusu- 
al jeopardy in which the country finds itself as a 
result of Russia's surge ahead in one aspect of mil- 
itary power. 

There is danger, however, that we may lose our 
earlier advantage in matters more fundamental 
than rocket-fired missiles. From regarding com- 
munism and all its works with undue contempt, 
the national mood has now swung to one of ill- 
concealed apprehension. To meet the communist 
challenge, one hears, all thought of governmental 
economy must be dismissed. Only the most lavish 
spending, it is asserted, can swing the balance 
back and restore security. 

Without self-control, which is on the list of 
things that money will not buy, there can be no 
security. So the recovery of that national asset is 
our first imperative, Whether the military threat to 
our country is as serious as alleged is a question 
on which few laymen are competent to speak. But, 
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even assuming the reality of all the dangers vis- 
ualized in half-disclosed secret reports, it is doubt- 
ful that hastily concocted spending programs will 
avert them. 

What is not doubtful is that ever since the com- 
munists seized power in Russia, 40 years ago, their 
challenge has been political social and economic 
rather than military. 

During the last war we failed utterly to realize 
that to the Kremlin the defeat of Hitler was sec- 
ondary to the undermining of American capital- 
ism. It may be hoped that we shall not now play 
Moscow's game again. But there was an ominous 
note in the flood of dubiously consoling New Year 
predictions, such as "Stepped-up defense expendi- 
tures will make 1958 another good business year/' 
A free economy that must turn to government 
contracts for oxygen is already far gone toward 
tax strangulation. 



The former Secretary of Defense, Charles E. 
Wilson, was quoted recently as saying that the 
budget should have proposed $40 billion for mili- 
tary spending during the current fiscal year, in- 
stead of the $38.5 billion actually requested from 
Congress, 

The implication was that we fell behind be- 
cause of thus Budget Bureau pressure for econ- 
omy. One cannot believe that Mr. Wilson reasoned 
so when he was a leader in competitive enterprise. 
It is too much like saying that to pay $40 for a 
pair of tires will insure a successful week-end trip, 
while to shop around for a comparable pair at 
$38.50 would be to invite disaster. 

The determinant between success and failure is 
not so much found in the amount of money spent, 
but rather in the efficiency of the financial man- 
agement. This is true in every household and every 
business. 

So it is recognized by the American people 
as applicable to their national government, in 
spite of alibis in high places. Soon after the sput- 
niks soared aloft a Gallup poll asked whore the 
blame should be placed "for letting the Russians 
get ahead of us in developing rockets and missiles." 
Of the seven major reasons cited, "cutback in de- 
fense budget" ranked a poor fourth. Dishonorable 
first place went to "our leaders in Washington," 
followed closely by "interservice rivalry and poor 
management of rocket program." These are, of 
course, off-the-cuff opinions. But they reflect a 
deep skepticism &s to the automatic effectiveness 
of upping defense outlays. 

Doubt as to effective results from increased 
spending in the field of foreign aid is even more 
pronounced. The more this policy is shifted from 



an emergency to a permanent basis the more ques- 
tionable it becomes. It is noted that Great Britain, 
our largest beneficiary, reduced its income tax last 
year and promises to do so again this spring. The 
money lavished on Tito to bolster his avowedly 
communistic regime is the sharpest irritant. His 
agreements in nato show that our continuous 
subsidies to allied governments do not serve to 
make even these fully appreciative of the State 
Department's wisdom. 

Yet Secretary Dulles draws the strange conclu- 
sion that we can purchase friendship by bidding 
ever higher with our taxpayers' money. 



Public education is still another field in which 
a causal relationship between lavish spending and 
useful results is unjustifiably assumed During the 
past half-century, Treasury grants to local schools 
have mounted astronomically, from little over S3 
million in 1905 to more than $3 billion in 1955, 
Nobody can even pretend that this manifold in- 
crease in federal spending has brought a propor- 
tionate improvement in public instruction. 

On the contrary, the greater the subsidy from 
Washington, the poorer the quality of the schooling 
has become. 

Yet it is now assumed that we can remedy our 
scientific deficiencies merely by laying more bil- 
lions on the educational assembly line. 

Not many of us believe in the theory of "the 
hair of the dog that, bit me." But the reasoning 
of the alcoholic who drinks to dispel a hangover 
is all too similar to that of those who argue that 
the inefficiency inseparable from enormous govern- 
mental operations can be eliminated by making 
them even more enormous. 



This is an election year, during which Congress 
is always receptive to the voices from home. The 
Administration, as shown by the Presidential mes- 
sages, has decided that record-breaking expendi- 
tures are the best way to confront the situation 
in which the country finds itself. 

The argument that we have fallen behind be- 
cause of bureaucratic mismanagement, rather than 
because of inadequate spending, is largely ignored 
in Washington in spite of the President's reference 
to it in his State of the Union Message. 

But it is not overlooked at the grass roots, 
where the personal experience of every responsible 
citizen is that efficiency is often aided, rather than 
hampered, by economy. Away from the big cities 
the belief that money will buy everything is not 
so strong. 

Back home a great many questions will be asked 
about the budgetary proposals for the coming fiscal 
year. And the congressmen who press those ques- 
tions most resolutely stand to be remembered most 
favorably at the polls. 
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"How twenty-five friends and 



told by Les Christiansen 




C/aint pat J to 
\h\ L, Christiansen 
L C Juto faiw 

(jtmpauy 
Kankakee , (Uinoii 



''Some fires die hard. The firemen had to pump water 
into our auto parts store a full four hours- As a result, less 
than a third of our ?>0,(KX) inventory was salvaged. 

''Things could have been even worse it we hadn't 
partially heeded our Hardware Mutuals salesman's ad- 
vice to increase our fire protection. 

"Normally, it might have taken a month to check our 
inventory , . . weeks with our business at a profitless 
standstill. Instead, our friends— 25 neighbors- 
pitched in to help sort the stock. And we'll never tor- 
tret The Hardware Mutuals claims man! A total 
stranger, he worked right along with us, advising us, 
showing us short cuts. The last night he stayed past 
leven o'clock and drove home through a blizzard. 

Sent of 

Hardware Mutuals, 

Sievtm Potni l Wisconsin ■ Offices Coast io Coast 

HARDWARK MUTUAL CASUALTY COMPANY 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 




Next day he returned with our check for the full 
$30,000 limit of our fire policy. 

" 1 his experience taught us the importance of an ade- 
quate program of protection planned by an expertly 
trained insurance specialist/' 

The Policy Back of the Policy* 

No two claims are ever exactly alike. And no two busi- 
nesses require the same insurance pr< Section. That's why 
Hardware Mutuals representatives spend so much time 
analyzing each case. Group insurance . . . fire . . . theft 
. • . workmen's compensation ■ . , business interruption 
protection . . . whatever protection package your 
Hardware Mutuals man recottmicnds, you can be 
sure it's the right package at the lowest possible cost. 

Security 




Hardware Minimis NB28 
200 Strongs Avetuiv 
Stevens I'uint, Wisconsin 

Yes, I'd like to Bee what your protection pwckngv ran 
mean for my buHim-sH. 
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"One- at- a- time lamp replacement 
always throws Hornbeck off- stride!" 



Worse, it may drive customers to another store. People 
like to do business under bright, cheerful conditions. Did 
you ever <vr a dead or flickering lamp or a ladder-balancing 
act help close a sale? 

General Electric's Group R clamping Plan makes your 
lighting a steady, dependable salesman. Instead of 
haphazardly changing lamps onc-at-a-time, maintenance 
men, working after hours, change all your lamps, dead or 
alive, every 12-24 months. 

This plan is working now in many stores. It has cut lamp 
replacement time, in some cases, from 20 minutes per 



lamp to three minutes. Group Relamping not only saves 
money — but also improves your storeys appearance and 
eliminates annoying one-at-a-time lamp replacement. 

Compare your costs. See how C-E Group Relamping can 
brighten your operation. Call in your local G-E specialist, 
or send for free Group Relamping folder. General Electric 
Co., Large Lamp Dept. NB-28, Nela Park, Cleveland 12, 0, 

Tfagress /s Ovr Most Important Product 

GENERAL ELECTRIC 
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Washington mood 

Two factors delay— but won't prevent— political rows In Congress 



There ark times, the professionals say, when 
the best politics is no politics at all. In the opinion 
of the two Texas Democrats who dominate Con- 
gress — Sen. Lyndon Johnson and Speaker Sam 
Rayburn — this is such a time; and if they are able 
to prevail, there will be a political cease-fire here 
in Washington for a while. 

However, it will only be for a while. This is an 
election year, when 435 House seats and 32 of the 
96 Senate seats will be at stake. The Democrats 
have high hopes of adding to their majorities in 
Congress in November, and also of taking it all — 
the Presidency along with Congress — in 1960. 
They can hardly be expected, therefore, to remain 
nonpolitical indefinitely. 

Sometime in the months ahead — maybe in the 
spring, maybe later — an old-fashioned bombard- 
ment may be expected. The target will be Dwight 
D, Eisenhower, in his dual role of President and 
leader of the Republican Party, 

But at the moment responsible Democrats are 
advising a sort of truce, and telling their col- 
leagues: "Look out for the country first, or you 
won't get a chance to do anything for the Demo- 
cratic Party/* 

They want to see Congress get on with the job 
of appropriating money and doing whatever else 
is necessary to put the United States abreast or 
ahead of Russia in the missiles race. They rightly 
sense that the American voters will accept no less. 

The truce was working beautifully on Jan. 9, 
when President Eisenhower delivered his State of 
the Union message before a joint session. Looking 
down from the press gallery, it was hard to tell 
Democrats from Republicans, for all rose to cheer 
the soldier-statesman as he strode into the House 
chamber, pink-faced and smiling. The Democrats, 
a good many of them, at least, also were generous 
afterwards in praising the President's address. 

It was generally agreed that the President had 
passed a critical test, and had come up with a pro- 
gram that ought to meet the Russian space-age. 

Yet, even as they praised his State of the Union 
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message, many Democrats retained the feeling that 
he had fallen down on the job of President, It is 
doubtful now that anything he floes in the future 
will change their minds about that. They have 
what amounts to a conviction that he hasn't kept 
the store — that he has delegated too many of his 
chores, failed to keep on top of his job, and allowed 
the United States to fall into a humiliating second 
place where it is trying desperately to catch up to 
Russia in the satellite-missiles race. 

Added to this feeling are the grievances that 
inevitably pile up against a man who has been in 
the White House for five years. The President's 
new budget, shorn as it is of items and projects 
that would make votes, has angered many of the 
lawmakers, just as he knew it would. Then, of 
course, there is the animosity that the President 
aroused among Southern members by his action in 
Little Rock in September. 

In the President's first term, there were a num- 
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ber of so-called Eisenhower Democrats in Con- 
gress. Today there are none. This would seem to 
mean that there has been a change in sentiment 
among the folks at home, at least in some regions. 
The Democrats, having talked to the voters during 
the four-months recess, say that there certainly 
has been a change, and that President Eisenhower's 
prestige has been badly dented. As they put it, 
"His halo has slipped." 



It is no longer considered politically dangerous 
to lambaste the President, and once they decide 
that the time is right, the Democrats will do just 
that. But why, it may be asked, should they both- 
er, since Mr. Eisenhower is barred by the Consti- 
tution from running for a third term? 

The answer is that the Democrats are out to 
discredit the Republican Party, and they believe 
that they can best do it by discrediting the leader 
of that party, If they can make President Eisen- 
hower out to be a failure, it will follow that the 
G.O.P. also is a failure. 

In 1952 the Republicans had the same idea with 
respect to the Democratic Party and President 
Harry S, Truman. Mr. Truman was not a candi- 
date for reelection that year Nevertheless, he was 
much more of a target than was Adlai Stevenson. 
General Eisenhower and other Republican orators 
went after the Missourian for a variety of political 
sins, all summed up in a word: "mess," 

This drumfire, which really began in 1950, was 
highly effective. 

The Democrats are certainly no more noble, no 
more patriotic than the Republicans. Still, some of 
them are reluctant to do anything or say anything 
that would hurt President Eisenhower in his role 
as the most influential leader in the West. At least, 
they are reluctant as of now. 

Senator Johnson is as politically minded as any 
man on Capitol Hill. But at the moment he is the 
most eloquent of all Democrats in urging a mora- 
torium on politics. He doesn't ask merely for a bi- 
partisan approach to the problems of the day, but 
for a "nonpartisan" approach. 

**I think all of us remember the day after Pearl 
Harbor/' the Senator told his colleagues just be- 
fore this session started. "There were no interna- 
tionalists and no isolationists; no Republicans and 
no Democrats. There were just plain Americans 
eager to get at the job. We now face a situation 
which in some respects is comparable to a Pearl 
Harbor," 

Senator Johnson was in the forefront of those* 
applauding President Eisenhower when he deliv- 
ered his State of the Union message. The Texan 
was especially ardent in his approval of the Presir 
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dent's expressed hope for true peace in the world. 
This pointed up something that was for me the 
most remarkable aspect of that joint session. The 
lawmakers had assembled to hear the President 
tell about the billions that would be spent for mis- 
siles and other weapons of war. However, they 
gave their loudest applause to this passage in his 
address: 

"We will always go the extra mile with anyone 
on earth if it will bring us nearer a genuine peace." 

The prolonged handclapping that this evoked 
was more than an expression of America's longing 
for tranquility in the world. It indicated a new 
respect for Russia's brilliant progress in the field 
ot science and technology. 

President Eisenhower has now told Russian Pre- 
mier Nikolai Bulganin that he is ready for a new 
top-level conference — on condition that prelimi- 
nary spade work gives promise of success. 

He really had no choice but to agree to such a 
meeting. Khrushchev, Bulganin & Co., had been 
running rings around the United States in the 
propaganda war, making it appear that t he Eisen- 
hower Administration was a hold-out from the 
Russian-led crusade for an easing of tension. Our 
nato allies were clamoring for a get-together with 
the Russians. 

• ft • 

Will anything come of a new meeting at the 
summit, assuming that there is to be one? 

In considering an answer, it might be best to go 
hack to the spring of 1955 when Prasident Eisen- 
hower was thinking about going to Geneva. He 
honestly believed then that there was a good 
chance to reach a disarmament agreement with 
the Russians. 

Secretary of State John Foster Dulles did not 
share the President's optimism. He was right ; Ge- 
neva was a flop so far as results were concerned. 

Secretary Dulles has no more faith in Russia's 
sincerity now than he had then. 

This much seems certain: If President Eisen- 
hower does meet with the Russian leaders again, 
there will be no build-up of illusions such as pre- 
ceded Geneva. It is even likely that the President 
would warn Americans against soaring hopes. He 
seemed to be doing that* in fact, when he told 
Premier Bulganin in a letter on Jan. 12: 

"High-level meetings, in which we both partici- 
pate, create great expectations and for that reason 
involve a danger of disillusionment, dejection and 
increased distrust if in fact the meetings are ill- 
prepared, if they evade the root causes of danger, 
if they are used primarily for propaganda, or if 
agreements arrived at are not fulfilled." 

That was why he laid down the condition thai 
any summit meeting be preceded by conferences 
among ambassadors and foreign ministers to de- 
termine whether there really is good will and areas 
of agreement. 
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Kelvinator Hot 'n Cold provides Coffee-Breaks that hit the spot • • • 
ease tensions • * • boost morale • • • brighten every occasion 




Your best "inside salesman" is a Kelvinator 
Coffee-Break. It's quick . . . easy. No muss, 
no fuss. To prepare, pour contents of your 
favorite instant beverage package into a cup, 
add piping hot water from the Kelvinator 
Hot n Cold — which supplies cold drinking 
water too— stir. It's wonderful! Hot 'n Cold 
Beverage Centers, near work areas, mean 
quick, clean, safe coffee breaks. No "perco- 
lator perils** • . . no going out for coffee. 

Get Kelvinator's FREE BEVERAGE BONUS 

Everyone ordering a Kelvinator Hot 'n Cold 
from January to March 31, 1958, will re* 
ceive a handsome free beverage bonus. In- 



Brond New Kelvinoior Hot 'n Cold Model See model 
A5PR-HC. Cold water capacity — 5 gat, per hr.; 
hot water — 60 cups per hr. Has ri'frigerated corn- 
part merit and 2 ice cube trays. Compartment lochs. 



HOT'NCOLD WATER COOLERS 

and standard coolers in pressure and bottle models 

Sold coast to coast . . . rented in many cities 



eludes tOd packaged beverages (individual 
service envelopes of instant coffee, chocolate, 
beef broth and chicken broth, plus Pream 
and sugar 1 , 100 cups, 100 spoons. Act FAST! 
Rush coupon below for your free beverage 
certificate and booklet: "How to cut coffee- 
break time in half/* 



Krtvinator'a Mr. Hot'n Cold says: 
"I'm your Good Will Ambas- 
sador all day long with: 
employees during coffee- 
breaks, customers during im* 
portant business meetings, 
visitors inspecting your office 
or factory/' 



KELVINATOR WATER COOLERS 
Dept. 51, Columbus 13 r Ohio 

Ru*h complete details about Kelvinator '% new Hoi 'n Cold 
PLUS FREE BEVERAGE CERTIFICATE ond booklet: How to 
cvt coffee-break time in half » . . foi 
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COMPANY. 
ADDRESS 



Sr. Catherine's social hall and gym, Blauvelt, New York 




Redwood Lpnes bowling alley, Latham, New York 



One system of ToTjtilciixig tLelped create 
Tootle. sti*ULGt\xres on modest lomclgets 

to each site. Precisi on-made to assemble quickly, they 
caused considerable savings in construction t i me, labor costs. 

Other advantages and economies: cleax-span design per- 
mitted maximum flexibility in the handling of interior space. 
Load-bearing rigid frame allowed economical curtain walls. 
These same advantages are yours whether you need a super- 
market, a warehouse, a church or a manufacturing plant — 
Butler is indeed, your lowest cost way to build well. Get all the 
details by calling your Butler Builder listed in the Yellow Pages 
under "Buildings" or "Steel Buildings/' Or write direct. 




BUTLER MANUFACTURING COMPANY 

7456 East 1 3th Street, Kaniot City 26, Missouri 



Manufacturer* of BuHdingt * Oil Equipment • Farm Equipment • Dry Cleaners Equipment • Outdoor Advertising Equipment • Custom Fabrication 

So let of I fcei in lo» *n-*nm oftd Richmond, Calif. • Houston. Tex. • Birmingham . Ala. * Atlanta, Ga. • Konsoi G»y. Mo, * Minneapolis Minn. • CMeatro, 111. * Oetroll, Mlcti. 
Cleveland. Ohio • Pittsburgh, Fa. ■ New York City and Syracuse. N\Y. • Baiton, Man, • Waihington, 0. C. » Burlington, Ontario* Canada 



That's not ail these two attrac tive buildings had in common. 
The Butler Building System offered architects and buyers 
other advantages over traditional building methods. 

Hours and dollars of preliminary engineering were saved 
because Butler structural frames and roof systems came pre- 
en gineered to meet local building codes and requirements. 

Both buildings were built well on modest budgets. They 
were finished sooner than ordinary building methods would 
have permitted. Mass-produced Butler components f which 
make up the basic building) were shipped from stock directly 
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WHERE 
RUSSIAN 
SCIENCE 
LAGS 



Missile overemphasis could cripple our ability to 
wage biological, psychological or sociological war 



A Nation's Business interview with 
Dr. Ralph W. Gerard, 
noted American biologist 



Dr. Gerard, how does science in Russia and in the 
western nations compare today? 

I have no reason to question the statements that, 
in physical science and technology, Russia is abreast 
or perhaps somewhat ahead of us. But this is only a 
small part of any scientific race. 

In psychology and other social sciences — which, 
with biology, constitute the behavioral sciences — Rus- 
sia is far from being ahead. In fact, the shoe is very 
much on the other foot 

It would be a bad thing if, in our hysteria over 
Sputnik, wo became so enamored of hardware and 
physical sciences that we neglected those other fields 
and fall behind in them. 

Do you feel that we can overemphasize rocketry, 
for instance, or the need for engineers? 

Either for war or for peace. Certainly as far as peace 
is concerned, rocketry is a small part of the business 
of living. It will be fine to have nuclear power for pro- 



pulsion, high speed travel, and so on. But peace is a 
matter of human beings living together; how they in- 
teract. We must solve the problems of how groups work 
logcthcr; of why families break up, of juvenile de- 
linquency. This is mental health in the broadest sense; 
mental dis-health or disease involves all the ways in 
which people are unhappy individually or collectively. 
War is one of the symptoms of disease in human 
relations. 

The good things in life are really not just more 
upholstery on the living room furniture, but what 
goes through your mind- music, or art, or great ideas. 
To these, the physical sciences contribute, of course, 
but not disproportionately. 

Even in war there is only one objective. This isn't 
to kill the enemy, or destroy his property such re- 
sults are undesirable The only objective of war is to 
get the other fellow to do your will. 

If you can get him to change his mind, so be be- 
haves in the way you want, withoul destroying bis 
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valuables or him, you are better off. At the lowest 
level, this gives booty and slaves. If your motives are 
more noble, say just to prevent hurt to yourself, again 
you don't want to hurt him. 

Brute force is the oldest and most primitive means 
of influence, but other means have evolved and are 
superior. Man hunts lions and tames elephants, not 
the reverse. Men of brawn rarely control men of 
brains. 

The way to win a war, or to prevent one, or to 
influenc e Russia or anyone else is not to beat them up. 
Language is still the great human cement. And if 
conflict comes, there are psychological warfare, socio- 
logical warfare, biological warfare. Suppose a people 
was put to sleep by some kind of nerve gas, or made 
docile by a tranquilizer, or even deprived of food by 
fungus or bacterial destruction of their crops. Would 
this not win a war, and be better than city-busters? 
And what of turmoil and revolt within an enemy 
country? We have seen this used often enough for 
cheap victories. 

How far would you say that Russia is behind us in 
nonphysical sciences? 

Let me give you this kind of background. When I 
was in Russia in 1936 they had no effective science. 
They had killed off or exiled their scientists because 
they were intellectuals. Lack of scientific knowledge 
itself isn't so bad; it can be corrected by reading what 
others have done. But the young sc ientists didn't have 
the scientific feel of what constitutes good evidence 
or when experiments are to be trusted. As a result a 
great generation grew up almost undisciplined. I was 
told there were 2o\(HK) scientists in Moscow at that 



time. But mostly they were 25,000 people trying to do 
science* and the science was pretty shabby. 

The consequences of this are not all bad. With 
fresh minds unchanneled, many will strike out in new, 
imaginative directions so we are likely to come up 
with important treasure. This happened in several 
places after World War IL The Russians did some 
highly original work on the nervous system, for ex- 
ample, in the *20's and *30*s. 

But mostly such a great outpouring of undisciplined 
effort gives little wheat and much chaff. In physiology, 
many bold reports did not stand close examination. 
In genetics, an outstanding geneticist turned up. 

But so did Lysenko, who was supported politically, 
and Russian genetics and botany were then greatly 
retarded. 

Does bureaucratic control still hamper Russian 
scientists? 

May I answer that with a concrete episode from an 
international conference on the nervous system called 
in Prague in 1956 by the Czech Academy of Science. 
Reports involved physiology, biochemistry, pharma- 
cology, some anatomy, some industrial biology, some 
medicine. 

About a dozen scientists were there from the 
western countries and maybe two dozen from the 
Iron Curtain countries— China, Poland, Hungary, 
East Germany and Russia, plus more than 100 Czechs. 

One Czech speaker said that Pavlov s views on a 
particular topic proved to be somewhat in error. As 
soon as he finished, the leader of the Russian group 
argued at length why Pavlov was entirely right. I sat 
just across the aisle and slid over a note which smd 
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in effect: "Russians seem to feel that Pavlov has to be 
immaculately correct in everything he ever said or did. 
We all recognize Pavlov as one of the very great sci- 
entists. But t in any science, if 50 years do not show 
many ways in which the master was wrong, it hasn't 
advanced much. 

"Do you really believe Pavlov was unique or is this 
attitude due to political pressure?'* 

He said, "We must talk about this/' Next day, not 
hy pre-arrangement, he ;md 1 sat next to each other 
at luncheon and I reopened the subject. The Russian 
in effect denied any overconcern about Pavlov, or any 
politics in science. A Czech, a Pole, a Hungarian and 
a Chinese, leaders in their respective countries, were 
also at the table. Not one said a word, then, but in 
the course of a ten minute walk back to our meeting 
each of those four men managed an opportunity to 
walk with me and, when not near others, said ap- 
proximately, "Of course you are right about this and 
it's good you said so!" Not one opened his mouth in 
the presence of the Russian scientist. 

Perhaps this gives you some answer as to freedom. 
This was after the 20th party Congress at which Stalin 
was de-pedestaled and everything was presumably 
free and open. Clearly, politics and science were not 
unmixed. 

Would you say that today they are still mixed? 

After the Hungarian revolt, which followed that 
fall, I presume the pressure is stronger than ever. 
One of the men I talked with in Prague said there 
were two feelings about the relaxation by the Rus- 
sians. Most people felt that the intellectual terror (if 
I can call it that! was over. Others said: "Take care; 



this is one way the rulers can find out who is really 
with them and who is displeased with things." 

Political control does not seem to have hampered 
the physical sciences in Russia? 

No. The outstanding Russian-bom physicist Kapit- 
za was kidnapped from England a long time ago; 
many of the best German physicists and engineers 
were grabbed at the end of World War II, and Russia 
has certainly put great effort and resources into train- 
ing its young men in these fields. 

But I don't think Soviet scientists can go on in- 
definitely doing the bidding of a political bureauc- 
racy. I don't think any scientist can go on. We have, 
unfortunately, seen what occurs, in our own country. 
One of two things will happen- either the man stops 
l>eing a scientist, or he stops going on. Science can 
not be directed toward specified conclusions. It is pos- 
sible, of course, to focus effort in certain directions, 
to say, "J don't know what I will find, hut 1 will search 
in this place," and still be a scientist. But you can't 
look somewhere and say, "This is what I will find/' 
and be a scientist. 

To the extent that science is heavily dominated hy 
bureaucracy it is bound to suffer, but I must say that 
Russia has done better than I thought it would in 
many of these areas. They have made tremendous 
strides, perhaps because of the great financial and 
other resources poured into science, especially physics. 

At the Prague Conference, however, papers pre- 
sented by most of the iron Curtain scientists I say 
"most" because one or two were quite good were not 
of high quality. They didn't describe the experimental 
techniques, they didn't give precise statements of their 
findings, and in general the reports did not inspire 
confidence. 

Some young Czechs spoke to me or others in amaze- 
ment after hearing East and West talk. "This is 
eye-opener to us " was their theme. "For 10 years 
have been told that western science was of no inter*: 
and no quality and we find that it is just the other 
way around. The West is where good science seems 
to be" 

One of the leading practitioners in a Soviet (Satellite 
country told me that the dot tors from Russia some- 
times came to get his advice, and that they did not 
know much medicine. 

About a month ago a psychologist who speaks Rus- 
sian and had just come back from that country gave 
some of us a detailed report. What he said about other 
behavioral science in Russia- psychology, sociology, 
anthropology — was even more pointed than I have 
said about biology. They have done nothing serious 
in behavioral science. In a thoughycontrolled country 
it would U' extraordinarily difficult to work in this 
field. It's hard enough in this country; one ruas afoul 
of all kinds of prejudices. 

Doesn't sending animals into space require some 
physiological skill? 

I am not aware of any very special or new problems 
involved, Our Air Force and other military units have 
been doing extensive research on acceleration, tem- 
perature extremes, protective clothing, boredom, and 
the like. Actually, the Russians have a great body of 
workers and great exploratory (continued on page 74) 
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Why 

economic 
growth is 
uneven 




Ability to recognize the true 
nature of growth will mean 
ample rewards to business 



Growth is BAStctoour economic life and we intend 
to keep it that way. 

But our very preoccupation with growth sometimes 
makes us inclined to overlook the nature of growth — 
what it really is and what it may mean to any spec i fit- 
industry , company or employes. 

The businessmen who can anticipate the nature of 
growth will be amply rewarded. 

That anticipation will be facilitated if five points are 
kept in mind: 

> Growth tends to be erratic, pulsing, not steady. 

> Fast growth may mean low profits to investors. 

> Changes in rate of growth, rather than growth itself. 
;ilter demands on industry. 



> Growth comes from two basically different types of 
markets. 

► Pricing is difficult in a growing industry. 

Pattern is erratic. Because economic growth involves 
people, the desires of the market place cannot 1k» fore- 
told perfectly. Neither can the capacity needed to take 
care of the market. 

So at times too much of some things will be pro- 
duced; growth will be rapid for a time, then slow 
down so that the market can catch up. 

At times growth will spurt for one group, then ease 
off while another industry, or part of an industry, starts 
forward. Under such circumstances., growth for the 
economy as a whole may appear to be at a rather steady 
rate* but that steadiness is only the smoothness of aver- 
ages. The detail beneath the total and beyond the 
average is uneven. 

Broadly, the more basic the industry, the greater the 
chance that the growth will be relatively slow and rela- 
tively steady. But like all rules, this has exceptions 
which, in some cases, may be more important than the 
rule. 

Metals, for instance, are basic to the economy and 
to its growth. The consumption of metals *is ;i whole 
has grown relatively slowly per unit of business done. 

This does not mean that the consumption of all 
metals is rising slowly, or even that consumption of 
some metals is rising at all. Consumption of aluminum 
and certain steel alloys, for example, has grown rapidly 
while consumption of others, among them copper, lead 
and tin, has declined either absolutely or relatively 
to the economy* 

New materials may have trouble breaking into new 
and competitive fields where I hey must demonstrate 
their worth to users. Once this hurdle is passed, new 
products tend to grow rapidly for a while hut two forces 
work to slow this growth. 

First, costs of a new product or service are likely to 
grow more rapidly than those of older, established t orn 
petitors. This may weaken one advantage of the new 
product. The railroads, for instance, raised their 
charges per ton mile by an average of 48 per cent from 
1942 to 1956, but contract carrier truck charges went 
up 63 per cent. 

Second, growth of the newcomers stimulates makers 
of traditional materials to letter competition. As an 
example, new steel alloys appear which have more* 
strength |>er pound than commercially available alu- 
minum alloys. 

Aluminum consumption grew by 11 per cent a year 
from 1900 to 1940, and by more than 15 per cent from 
1940 to 1955, In growing, aluminum changed other in- 
dustries. To the extent that it could give greater utility 
per pound in air frames, for instance, it speeded the de- 
velopment of the new industry of air transport To the 
extent that it could carry electricity cheaper than 
copper, it reduced the cost, of expanding utility servii < s 

Growth of the aluminum industry in these and other 
fields aided the growth of the economy as a whole more 
than the troubles of competing industries checked 
progress. 

Aluminum, however, must break into the auto mar- 
ket, or into the building market as a structural or facing 
material, or into other major markets, if its growth is 
not to drop toward that of metals as a whole. Tin cans 
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IT IS EASY 



TO PROJECT AN 
INDUSTRY'S 




LESS EASY TO 
PROJECT GROWTH 
OF A COMPANY 
OR PRODUCT 



must break into frozen foods, or into such holds as soft 
drinks, if their volume is to be maintained after the 
competition of frozen foods becomes severe. 

This pattern of slow, then rapid, then slow growth 
is so well accepted in the chemical industry that new 
chemical products or processes often are expected to 
have only short life even when they are introduced. 
Rayon is expected to replace cotton in an increasing 
proportion of tires for a time. Then nylon, or some 
other product, may replace rayon. Steel, for instance, 
is already threatening to replace some nylon in tires. 

Growth and profits. Rapid growth, and research which 
makes rapid growth possible, are not necessarily syn- 
onymous with dividends, or even necessarily with 
final profits. Rapid growth may benefit the consumer 
or the worker more than the investor. This is one of 
the reasons our system can grow faster than the Rus- 
sians. The loss in the profit and loss aspect of the 
economy is considered in the Russian system, but 
overridden in ours. 

When new inventions come rapidly, the investment 
on the last previous invention may have to be scrapped 
in a hurry. This means progress for the economy. But 
the investors, the owners of the corporation, pay for 
such rapid obsolescence. Much of their earnings must 
he reinvested to replace equipment made obsolete, 
rather than paid out in dividends. The worker benefits 
from rapid progress because he builds and operates 
lx)th the machinery that has been made obsolete, and 
the? machinery that made it obsolete. 

This is not a condemnation of research. Research en- 
ables us to grow. But we must recognize that progress 
through research can he expensive. H comes out of cur- 
rent income, not future income. The more successful 
it is, the greater the chance that it will require new in- 
vestment before the old capital it makes obsolete has 
returned the profit a normal life expectancy might sug- 



gest. Research will benefit particular companies rely- 
ing heavily upon it. But it will reduce current dividends 
and, possibly, the net rate of capital growth of 
many who rely heavily on it. 

Measuring growth prospects. This is n«>! easy. Even 
when the extent of growth in a specific sector of the 
economy is known, its impact on particular industries 
may be difficult to appraise. For iastanee, it appeared 
at first glance that federal government support of a 
large highway program would mean a big spurt in 
sides of items used in highway construction. More 
careful scrutiny showed that this new program would 
mean little increased consumption of cement or use 
of heavy engineering equipment for some time. Com- 
panies which consulted their economists on this point 
were advised to expand only with caution. 

The growth pattern in the new highway program, 
while differing in detail, conforms in principle to the 
general pattern of growth industries. 

The new program rightly put more emphasis on 
urban traflic. Our ivonomy is now more than 90 per 
cent nonfarm, But selecting rights-of-way in urban 
areas, determining capacity requirements, pinpointing 
overpasses, and so on, takes tirrj#. So, too, does the 
preparation for building intercity routes. Traditional 
practice has allowed landowners the right of access to 
new roads built through their land. The new freeways 
deny that right. It takes time to make this adjustment. 
The new routes, with rare exceptions, are to have no 
grade intersections, This means a great deal of engi- 
neering work, which takes time, too. The new pro 
gram, though it will revolutionize our highways in 
time, will not pour concrete or lay asphalt in a hurry. 

The highway program also demonstrates why the 
rate of change, rather than change itself, is important. 
The new program seems big because in the past we 
have never added up what {continued on page 52) 
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SKILLS MAKE A MANAGER 



New findings show that successful leaders must restrict 
themselves to the functions that only they can exercise 



New research shows that professional manage- 
ment is made up of separable, identifiable and meas- 
urable skills that can be learned just as can any 
other capability. 

It also shows that managers more often overburden 
themselves by performing the wrong kind of work 
rather than by failure to delegate. 

The new findings are not academic distinctions. 
They identify special abilities which are uniquely 
the province of professional managers. 

These abilities are: setting the goals, programing, 
budgeting, organization, motivation, and control; and, 
for those in the top ranks: innovation and derision- 
making 

Only a manager can exercise the skills on this list. 
As a leader, he must multiply himself through his 
assistants but he can do this most effectively not by 
performing his subordinates' work for them but by 
restricting himself to performing that work which 
only he can perform effectively. 

Setting goats 

Effective management is management by objectives. 
The professional manager devotes a great deal of time 
and effort to determining objectives and targets. Goal- 
setting involves careful analysis of past operating re- 
sults and a balanced estimate of the potential of the 
people, facilities and materials available. 

The evidence shows that every manager who aspires 
to a higher position must develop this goal -setting 
ability. If he has a target toward which to direct his 
own efforts and those of his subordinates, the manager 
can commit people, materials and money to its ac- 
complishment with a minimum of duplication. Only 
when he has a goal ran he measure progress toward 
(hilt goal. 

Goals set by top management determine the nature 
and scope of the business. Union Carbide Corporation, 
for example, has the resources to enter almost any 
field of activity. However, it has determined that its 



primary business is developing and processing raw 
materials for industry. 

Union Carbide has concentrated on developing a 
technology, marketing approach and people oriented 
toward these objectives. Its capital is invested con- 
sistently to further this aim. Thus, every advance in 
its business is built on a foundation already estab- 
lished. The company has progressively carried some 
of its products to a stage where they can be sold di- 
rectly to the consumer, However, it has seldom shown 
the inclination to plunge off into fields entirely un- 
related to its basic technology, raw material position 
and marketing skills. 

Goals must be established by managers at every 
level. Tremco Manufacturing Company, for example, 
requires each manager to set definite goals in terms of 
numerical quantities and checkpoints. To illustrate, 
;i market manager in Tremco sets targets in terms of 
dollar volume, the percentage ratio between cost of 
sales effort in relation to volume, the dollar cost of 
research time, and the dollar cost of such items as 
instructor- mechanic and field application engineering. 
Programing 

Programing is the determination of what you're 
going to do before you do it. 

At its simplest, programing is the preparation of 
a written list of things to be done at the beginning of 
each day or other suitable period. The manager uses 
this for his own guidance or he may circulate portions 
of it to his subordinates. 

More representative of effective programing, how- 
ever, is the comprehensive system developed by or- 
ganizations such as the Carborundum Company. In 
Carborundum, the entire company moves forward on 
(he basis of detailed statements of planned activities, 
which are prepared by each manager and consolidated 
into an over-all company program. These programs 
cover a five-year period. Annual revisions are made, 
with an additional year's programing added at the 
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to motivate subordinates 
is a responsibility that 
cannot be delegated 



time of each revision to maintain the five-year conti- 
nuity. The first-year program of the period is de- 
veloped with great tare and with as much detail and 
accuracy as possible. Programs for succeeding years 
are prepared with successively less detail. 

Budgeting 

A budget is a management techn ique for projecting 
expected expenses against anticipated income for a 
future period. Budgeting is often largely the compila- 
tion of a series of dollar figures based on past experi- 
ence. This can be a most valuable means of anticipat- 
ing future fiscal requirements and of making appropri- 
ate provision before the need Ls imminent 

Budgets are best based on programs; that is, the 
manager first decides what he plans to do, then he 
prices out these activities. Carried out consistently, 
budgets help determine the level of activity by indi- 
cating what the company can afford to do in terms of 
its antic ipated income. Money is rarely available to 
accomplish all programed activities as quickly as 
managers may desire. Consequently, it is necessary to 
establish a priority for planned expenditures. It is 
here that carefully thought through objectives become 
of greatest importance, because projected expenditures 
can best be justified when they are clearly necessary 
(o attainment of approved goals. 

At Armstrong Cork Company budgets are prepared 
on the basis of careful study and evaluation of the 
probable requirements of the husiness. The budgets 
anticipate that, if managers operate efficiently, defi 
nite levels of income can be expected and corollary 
expenditures will have to be made. To help pinpoint 
accountability, the budgeted income and expenditures 
are classified, organized and assigned so they can be 
related easily to the managers who have responsibility 
for carrying out specific activities. Each department 
manager, for instance, is charged for all expenses in- 
curred by bis people for items ranging from stationery 
to the maintenance of equipment. 

Management organization 

The professional manager must master the skills of 
organizing Uvnuse the organization he develops deter- 



mines whether or not he will be able to reach his ob- 
jectives. Sound organization requires that the manager 
first identify the work that must be performed to reach 
his goals. 

He then groups this work in balanced, integrated 
positions, units and departments to ensure that it is 
done most effe* lively, with minimum overlap and 
duplication, and with best utilization or the human 
skills involved. 

In this approach, each individual is given a clearly 
defined job. The authority he needs to do this work 
is delegated to him as a complete package and he is 
held accountable for the results he accomplishes in 
terms of mutually agreed upon performance stand- 
ards. Finally, sound organization calls for the estab- 
lishment of harmonious, cooperative working relation- 
ships, so that people can perform their duties with a 
minimum of personal friction. 

Motivation 

Until recently, motivation has been regarded as 
fit subject for psychological research, but of little pra 
tical interest to businessmen. Now. however, we know 
that the need to motivate subordinates is a responsi- 
bility of every professional manager, and cannot be 
delegated. 

The basic problem in motivation is getting people 
to do things because they want to, not just because 
they are told. Most leaders rely largely on command 
and direction for results. When ^backed by sufficient 
direct or implied coercion, either in the form of 
threats, punishment, or a dangling carrot, edicts can 
be effective. 

However, professional management sweeps over- 
board outdated theories both of paternalism and of 
man as a purely economic animal. 

For sustained results over the long term, the pro 
fessional manager tries to give earh of his subordinates 
a real proprietorship in the business. Where team ef- 
fort is necessary, the team becomes the proprietor and 
is given the total responsibility and authority neces- 
sary for final results. The energizing forees necessary 
to operate these many ( continued OH fm&e 58 
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Where 
money to 
expand 

comes from 



Union charge that business grows 
by using costless capital ignores 
these important financial factors 



Unions have kept up a continuous attack on corpo- 
rate profits. Charges that profits are excessive, were 
responsible for inflation, and are even greater than re- 
ported because of hidden reserves, have become com- 
monplace. These direct attacks have been supple- 
mented by various flank maneuvers. 

One of these is the claim that industry has been 
obtaining costless capital by using part of its profits to 
finance expansion in plant and equipment. 

The implication is that this reflects a corporate price 
policy which results in excessive profits out of which 
to finance expansion. 

Dependence on internal sources of capital is not a 
development of the post World War II years. Financ- 
ing a part of expansion out of undistributed profits 
has Long been a common practice. This plowing back 
of earnings helps to explain the steady growth of liv- 
ing standards in the country. The opposite policy was 
followed with adverse effects in certain foreign coun- 
tries — particularly England — after World War L 

Conventionally, and traditionally, funds are raised 
in our country from both internal and external 
sources. The major internal sources arc retained 
profits and depreciation allowances. The main ex- 
ternal sources are the sale of new security issues 
(bonds, preferred stock, or common stock) and bor- 
rowing from financial institutions ( banks and insur- 
ance companies). The retained earnings are usually 
referred to in attacks on costless capital, although the 
discussion is often so blurred that depreciation allow- 
ances sometimes seem to be included. 

In any case the proportion of corporate financing 
obtained from retained earnings has been declining 
fairly steadily since 1949. In the early postwar years 
the proportion of corporate funds accounted for by 
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retained earnings averaged about 40 per cent In the 
past five years, the average has been less than 25 per 
cent For the entire postwar period, retained earnings 
and depreciation allowances have accounted for 30 
per cent of total funds required. 

The proportion of funds required to finance expan- 
sion obtained from retained earnings since the end of 
World War II was actually even smaller than these 
figures show. The reported profits are overstated in 
varying amounts because of the understatement of de- 
preciation charges and the inventory profits which 
develop in a period of inflation. 

Under present tax laws, depreciation allowances 
often are inadequate to replace, at present prices, as- 
sets acquired earlier at sharply lower prices. The dif- 
ference must be made up out of so-called retained 
earnings. An interesting illustration is found in the 
experience of United States Steel ( •orporation. In its 
annual report for 1956, the company reported that the 
"wear and exhaustion funds recorded for 1956 were 
1278 million, or about $67 million short of the $.'145 
million needed for buying power recovery/' For the 
period 1940-1956, the deficiency was estimated at 
$904 million. Other companies have experienced the 
same type of problem. 

During virtually all of the postwar period, the 
United Stales Department of (ommeree has stressed 
the desirability of adjusting corporate profits in the 
national income accounts to allow for the inadequacy 
of depreciation allowances. The Department does 
make such adjustments to remove the effect of changes 
in inventory values. Until recently, however, it had 
developed no acceptable procedure for correcting un- 
derdepreciation. 

We now have estimates for depreciation in manu 
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factoring industries on a current-year value basis. 
These data reveal the extent of the divergence be- 
tween depreciation as reported for tax purposes and 
ac tual depreciation required to keep the real stock of 
corporate assets intact. The figures show that, from 
1952 to 1955, current-year cost depreciation exceeded 
original cost by almost $2 hi 1 1 ion annually for manu- 
facturing establishments alone. The study, contained 
in the Survey of Current Business for November 1956 
concluded: 

"Business profits, which make up the largest part 
of pmjx-Tty income, arc determined by the deduction 
from gross receipts of the costs of doing business, 
among them being depreciation. Property income is 
Ihus dependent in part on the manner in which de- 
preciation is computed, In estimating national in- 
come, the depreciation deducted is that reported for 
tax purposes by business, and is based on the original 
cost of the assets being d n:< oated If current-year 
values of depreciation are substituted for the* repor ted 
values, a measure of business profits and a total prop- 
erty income results that is more meaningful in many 
ways, because all costs as well as gross receipts are 
expressed at a uniform current valuation." 

That part of the retained earnings which has been 
added to inadequate depreciation funds to replace 
equipment at today's higher prices was obviously not 
available to finance expansion. 

A 86C0od factor contributing to the overstatement 
of retained earnings has been the inventory profits 
which have ac<-<>mpanifd thi- in p!i'< Unless a 
company uses the last-in first-out (lifo.) method of 
valuing inventories in calculating its profits, in a 
period of rising prices it takes into consideration 
lower levels of costs than those which prevail at the 
time the product is sold. Under these conditions, part 
of the reported profits are tied up in higher priced 
inventories. The U. S. Department of Commerce has 
recognized the importance of this situation and now 
estimates an "inventory valuation adjustment " 

For the period 1946 to 1956, the inventory valu- 
ation adjustment totaled $22.3 billion as compared 
with total undistributed profits of $102.9 billion. Since 
taxes are paid on earnings which include inventory 
profits, the higher replacement cost of such inven- 
lories can he met only out of undistributed profits. 

Clearly, that part of retained earnings required to 
meet higher inventory replacement costs cannot be 
considered as additions to capital— costless or other- 
wise. The magnitude of retained earnings as a source 
of new capital, therefore, is smaller by significant 
amounts than the reported figures show. In 1955, for 
example, the combination of these two factors ac- 
c ounted for at least $3.5 billion (inventory profits, 
3PL7 billion, and manufacturing industries underdo- 
precaution, $1.8 billion) out of undistributed profits of 
$9.9 billion. This was more than one third of the total 

The union statement that "the public is called upon 
to provide the funds but is shut out of participation 
in the profits to be realized from the use of these 
funds" is equally exaggerated. It apparently assumes 
that a company is free to charge any price for its 
product and then to use the "extra money" to buy new 
plant and equipment. In reality no company can set 
prices arbitrarily without relationship to market 
forces. If it did, customers (continued on fxige 93} 



WHAT THE CRITICS SAY 

The Steelworkers Union has stated; 

"Gone, apparently, is the concept of 'risk* capital of 
financing industrial expansion through flotation 
of stock or by means of borrowing on bond issues. 
Instead, the steel industry argues its right to coll 
'riskless* capital from unwilling consumers by 
forcing upon them higher prices.*' 

Nat Weinberg of the United Auto 
Workers states: 

"I would feel a little better about this policy I internal 
financing] if with every item containing steel 
that I bought, I received a share of stock or a part 
of a share of stock in one of the steel corporations. 
This would make some sense If I am to supply 
the investment capital, I should get an equity/' 

The AFL-CIQ Economic Policy 
Committee has charged: 

*\ . . most of the money used by corporations for 
expanding their holdings is costless capital rather 
than the risk capital of investors or even loans 
on which they would pay interest. • . , 

M A major source of costless capital is the consumer, 
who pays the prices set by the large corporations. . . . 
The price structure, established and maintained 
in many industries by giant corporations, is often set 
at such a level that in effect the consumer is making 
a major contribution to the financing of new 
structures and equipment." 

These statements are echoed in 
Congress* Thus, according to 
Senator Joseph C. Q'Ntahoney: 

"Internal financing of big companies is made possible 
by the huge profits which are kept undistributed 

and are plowed back into the industry United 

States Steel sought to get the money for expansion of 
plant not in the capital market but in the profit 
market by increasing its price." 



How much pay for 

college graduates ? 

■ 

New survey shows business intentions about 
hiring and pay of 1958's talented students 



Industry's biggest talent hunters will be choosier 
this year. 

Although recruitment of college graduates will not 
be cut back drastically, business employers will con- 
centrate on the best qualified students in 1958. Higher 
salaries will be offered, but the rate of increase over 
previous years is beginning to flatten. 

Most top recruiters foresee a leveling of both sal- 
aries and demand for graduates in the next two or 
three years. For small companies this is particularly 
good news. 

These predictions are based on a new survey by I Jr. 
Frank S, Endicott, placement director of Northwest- 
ern University and an authority on recruitment prac- 
tices, plus additional predictions of industry recruiters. 
Some of the findings are given here to help you make 
your hiring plans for the future. 

The most active recruiters are forecasting looser de- 
mand even though many of them fell short of their 
hiring quotas last year and even though the outlook 
is for lean crops of graduates until the early I960's. 
The reason for eased demand can be traced to the 
fact that some of the biggest concerns met their needs 
last year and many companies see slower business 
in the next few months, meaning more restricted 
operations. 

Dr. Endicott's survey of more than 200 large and 
middle-size concerns that recruit all over the country 
was made from Nov. 1 to Dec. 1, 1957. As the survey 
questions were being answered, business already had 
wind of the rolling adjustment in the economy. The 
stock market had fallen. Two sputniks were hurtling 
around the globe. Congressional leaders were talking 
of higher defense spending. 

Two further factors complicate forecasts of hiring 
requirements and starting salaries: 

Many companies make recruiting estimates no more 
than six months ahead of time. 

More than half the companies raised their starting 
rates after the last recruiting season began, and many 
will probably do so again this year. 

An earlier survey of top recruiters — made in Sep- 
tember by the Midwest College Placement Associa- 



tion — found about the same hiring and salary trends 
as did the Endicott survey. It also noted that last 
year companies filled only about two thirds of their 
technical job openings and 80 per cent of the openings 
for nontechnical graduates. Companies had to make 
more than three offers on the average to get one tech- 
nical man. 

The recruiting companies reported they will seek 
about the same number of graduates in engineering, 
chemistry and physics in 1958 as in 1957 but fewer 
graduates in such fields as accounting, advertising, ec- 
onomics, finance, production management, sales. When 
the demand for both technical and nontechnical stu- 
dents is averaged the total is down eight per cent 
from last year. 

According to Dr. Endicott, even in engineering and 
technical fields demand for college graduates appears 
to be narrowing. A few large companies are reducing 
their requirements, though some smaller companies 
report increased needs. 

4, It seems likely that large companies, with heavy 
requirements, were fairly successful in hiring college 
men last year and that their needs are stabilizing," 
he notes. 

The prospective 1958 starting salaries will average 
about 4.6 per cent higher than in 1957, personnel offi- 
cials estimate. The monthly pay offers will range from 
$375 or less to $500 and more for inexperienced bach- 
elor degree graduates. The average starting salary for 
all fields is put at $430 a month, compared with an 
average of $411 a month paid last year. 

Starting salaries in 1958 for graduates with master 
degrees (chart shows only bachelor degree graduates) 
was estimated at $505 on the average for engineers; 
S457 for accountants; $445 for sales and general 
business students. 

In looking ahead two or three years, most surveyed 
companies — 122 of them — reported their demands will 
level off. Some 88 concerns guessed that their de- 
mands would increase. Thirteen companies said their 
demands would be less. 

Dr. Endicott said the most common reason given 
for an increase in hiring in the next two or three years 
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was company growth and expansion into new prod- 
ucts and new fields. Other reasons included the need 
to up-grade the employe level, to fill vacancies in the 
pipeline as older employes retire and to meet increased 
defense work. 

Most of those predicting a flattening in demand 
said their expansion is about completed or figured 
their business would slacken. 

Most of the companies also judged that starting sal- 
aries will reach a plateau in the next two or three 
years. Some 1 14 companies guessed this would happen 
in their own cases. However, 101 companies figure 
starting salaries they ofTer will continue to increase. 
Only two companies estimate salaries will drop. 

Main reasons for predicting higher starting salaries 
were: continued competition for the short supply of 
men, and the upward trend in wage rates. 

Those who expect a leveling of starting salaries in 
their fields gave three reasons: general economic- 
trends; supply will meet demand; it will be easier to 
get men with job experience. 

Predictions of lower salaries came largely from 
ihose who said current rates are not justified in terms 



of the contribution which graduates are able to make 
to profits during their first year. 

Most companies begin to figure how many gradu- 
ates they wilt need six months or a year before they 
hire them. But some companies plan five years or 
even 10 years ahead. U. S. Steel Corporation, for 
instance, plans three years ahead on a year-to-year 
basis. That is. operating divisions ask plants and of- 
fices to report by each Dee, 1 how many men they 
will need for the next three years, so the estimates 
are up-dated yearly. 

The companies reporting in Dr. Endicott's survey 
consider personality the most important qualification 
in graduates they hire. High marks are ranked next 
important, particularly for engineers and accountants. 
For salesmen, participation in campus activities is 
considered even more important than high grades. In 
most cases, companies give part-time work while in 
college more importance than the number of general 
college courses. Special courses are considered impor- 
tant for engineers and accountants. But for sales and 
general business, general courses are listed as more 
important. end 
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COMPARISON OF STARTING SALARIES 

FIELD 1941 1949 19S0 1911 19S1 1351 1994 19SI 1955 19S7 1999 

Engineering $250 *261 *260 *270 $305 *325 *355 $371 *415 $454 *468 

Accounting 215 240 238 246 275 297 325 339 372 402 416 

Sales 226 240 240 247 275 301 328 339 370 398 412 

General business 221 236 234 241 271 292 322 337 363 393 408 
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Brainpower 

tests rate executives 



New information on mental functions helps 
pinpoint managers' strengths and weaknesses 



Or. Halstead, will you tell us stout 
your new studies on executive 
brainpower? 

In 20 years 1 work here at the Uni- 
versity of Chicago we have devel- 
oped the Halstead Battery of neuro- 
psychological tests for measuring the 
brain functions which underlie men- 
tal efficiency and effectiveness. 

Five years ago we began giving 
the tests to several hundred execu- 
tives from large companies in the 
Chicago area who have been getting 
an annual health checkup at the Uni- 
versity clinics. We have been testing 
the brain power of these executives 
as a part of their health checkup. 

What have you found out? 

Four out of five in this group of 
high-level business executives at age 
50 are functioning as well as a care- 
fully selected group of young profes- 
sional men 25 years old. In other 
words, up to age 50 at least , the brain 
does not appear to age or deteriorate 
just through the passage of time. 

Is there a higher age level at which 
the functioning of the brain does 
seem to deteriorate? 

Signs of impaired functioning ap- 
pear to be more frequent in the sixth 
and seventh decades of life, although 
we cannot yet make a firm general 
statement. Some executives in their 
60's and 70's show no impairment of 
higher brain functions. For example, 
one, at age 78, has just come up 
with a valuable idea to his company 
in the field of advertising. 

Do you have any figures on this? 

In the age range from 40 to 60. the 
impairment index on our test battery 
increases. Whereas the group of 25- 
year-old professional men showed no 
impairment of higher brain func- 
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tions in our tests, 22 per cent — or 
one in five— of our high-level execu- 
tives aged 50 showed impairment. 
At 60, the number was one in three. 

We have come to suspect that vas- 
cular disease may be responsible 
when we find impairment in men 
who outwardly appear to be healthy. 

What are the effects of brain im- 
pairment? 

Even mild deterioration of the 
brain may result in lack of initiative, 
disturbances in attention, impair- 
ment in thinking and judgment, dis- 
ruption of emotions, and disturbance 
in ability to get along with people. 

Is such an executive less fit to 
hold a responsible position than 
one without impairment? 

No. My measurements have re- 
peatedly brought out this: Particu- 
lar skills, experience and knowledge, 
considerations of temperament and 
personality, drive and ambition, have 
to be weighed along with the evi- 
dence of brain impairment in judg- 
ing an executive's fitness for a partic- 
ular position. 

Our test information provides a 
valuable guideline which can be 
used with other relevant information 
in evaluating a person. This is true 
whether we are assessing the brain- 
power of creative scientists, business 
executives, government administra- 
tors, professors, doctors, lawyers or 
other professional personnel. 

Do your tests pinpoint a person's 
strong points and weak points? 

Yes, they do pinpoint, or audit, 
certain assets and liabilities of the in- 
dividual. Administrative jobs range 
from low pressure to high pressure 
responsibilities. Some men have to 
make many important decisions each 
day. Others, much fewer. 



Our tests reveal, for example, 
whether a man is well suited to work 
under high pressure stress rather 
than at a more measured tempo. 
Some men who have excellent re- 
flective judgment fail badly under 
pressure and vice versa. Some men 
are built to accept new ideas with 
courage, enthusiasm and vigor, and 
to carry through on them. Others will 
drag their feet. Each may be inval- 
uable in his proper slot, but a misfit 
in a key position can play havoc with 
an otherwise sound organization. 

Experts have described the tests as 
helpful in strengthening a business 
organization, as yielding informa- 
tion that can be useful in selecting, 
placing, promoting, and assigning 
key management individuals. 

Could you give an example of how 
the Ha Mead Battery has been 
used in this way? 

There was a case of three vice pres- 
idents of a large Chicago company, 
with assets of more than $50 million, 
from whom a new president was to 
be chosen* 

Their ages, experience, records 
with the company, social back 
ground, ambitions and other out- 
ward factors made them about equal 
candidates. The board of directors 
wanted to do more than pick the best 
of the three for the top job; it wanted 
also to be sure the other two would 
give the new president their whole- 
hearted support. 

The Board chose Mr. A to be pres- 
ident because our tests revealed that, 
although, at 51, he was the oldest of 
the three according to the calendar, 
Mr. A in fact had the youngest, mast 
efficient brain. The chairman had 
made the brainpower of the candi- 
dates the prime test for the selection. 

The laboratory findings on the 
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Halstead Battery revealed that Mr. 
B, at 45, was a "considerably older 
man than his years," while Mr. C, at 
48, was beginning to show the signs 
of wear and tear. 

Mr, A's brainpower and efficiency 
are young, flexible, and adaptable in 
the patterns most commonly found 
in men under 35, Somehow, Mr. A 
has cheated the calendar. 

Individual discussion of these facts 
with the other two candidates led 
them to go along with the selection 
of Mr. A and to pledge their support 
to him as a natural for the presi- 
dency. 

Are your tests useful, tor example, 
in determining whether an execu- 
tive may be stepping into shoes 
too big for htm? 

Yes, It is truly remarkable how 
much brain impairment can be toler- 
ated if a man is doing things, famil- 
iar to him. 

He may handle familiar routine 
in a satisfactory manner— those 
things he knows how to do. The 
problem of brain impairment arises 
when an impaired individual is up- 
graded to new and unfamiliar re- 
sponsibilities. 

I believe that judicious use of this 
battery of tests, along with other rel- 
evant information, may aid in the 
early detection of favorable and un- 
favorable aspects of brain function- 
ing and contribute somewhat to 
lengthening the peak productive 
span of the individual. 
Would you say that your tests re* 
veal growing resistance to change 
as persons grow older? 

We don't know that much about 
the aging process yet. I would point 
out, though, that one of the early 
symptoms of brain damage is with- 
drawal from new and challenging 
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Dr. Ward C. Halstead,, shown with test console, is pro- 
fessor of psychology and director of medical psychology 
at the University of Chicago. He is an international 
authority on the brain and its behavior and is a consult- 
ant to our military and other federal agencies 



situations on which healthy brains 
thrive. If it should turn out that 
what we have called aging is actually 
a form of brain damage, then, of 
course, it would not be suprising if 
those older persons who have brain 
impairment would resist change in 
such things as environment, new 
ideas, new ways of doing things, and 
the mastery of new processes. 
Might this resistance to change 
stem from a fear of insecurity? 

In general, the tendency to cling 
to familiar ways of doing things and 
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resisting change docs reflect personal 
insecurity. I would only question 
whether the calendar is a reliable 
index to the incidence of this resist- 
ance to change. As a college profes- 
sor, I have seen many instances of 
such resistance in very young people. 

What are some of the problems 
that might at least partially be 
solved if we improve our ability to 
measure brainpower? 

First let me say that it is brain- 
power, regardless of where it may 
(continued on page 66 J 
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Here's guide to 
upturn timing 



Comparison of five factors in 1958 with 
1949 and 1954 can help in your planning 




Iost competent authorities agree the business 
slippage this year will resemble that of 1949 and 1954, 
The opinion is not unanimous. Some analysts insist 
that 1958 will bring recession more severe than that 
of either of the two mast recent recession years. One 
prominent forecaster s judgment is that the Gross Na- 
tional Product will decline by S25 billion this year 
and that we face a severe depression. Others feel that 
the depression has already ended and we are on the 
road to recovery. 

Whatever the outcome, all companies will not feel 
the effects equally. Even if 1958 is somewhat similar to 
1949 and 1954 when viewed in broad perspective, 
i : loser examination will bring out significant details 
which will have different impacts on different men and 
different businesses. 

Comparison of points of similarity and of differences 
between our situation now and the situation in 1948- 
49 and 1953-54, therefore, may help individual firms 
to judge how their present positions resemble their 
positions in these previous periods of adjustment and 
to time their actions to take advantage of changes in 
the whole economy. 

Important in comparing the present picture with 
that of 1949 and 1954 are these factors: 

Investments; including plant and equipment, hous- 
ing, inventories. 
Government spending; including state and local. 
Price patterns. 

Production and consumption. 
Consumer trends. 

Comparing these major components for today and 
for past recessions appears to give no general grounds 
for fear. 
Investments 

One point of almost universal agreement is that 
business investment has been dropping and will drop 
further in 1958 as it dropped in 1949 and 1954. The 
similarity with the two previous periods is striking. 
Many comments made in 1949 on this point read as 
though they were being made today. 

Among them is this by the Council of Economic 
Advisers to the President: 

"In many fields, including . . . the expaasion of ca- 



pacity to catch up with postwar markets, the replen- 
ishment of inventories and the reduction of order 
backlogs to reasonably normal proportions has now 
been accomplished; further investment will take large- 
ly the form of cost-cutting improvements and new 
products. In a few important industries, expansion of 
facilities and inventories has still not overtaken obvi- 
ous current needs." 

The judgment that capacity in general has caught 
up or more than caught up with requirements is basic 
to most of the pessimism of those who feel that 1958 
will probably be a year of recession. History is more 
optimistic. 

Despite similar gloom which deepened during 1949, 
fixed investment never dropped to 1947 levels. The 
lowest annual rate in the year was only about $2 bil 
lion below the average for 1948. Fixed investment in 
the first quarter oi 1950 — long before Korea — was 
above the average for 1948. 

The 1949 experience in fixed investment is parties 
Jarly interesting because the rate of expenditure had 
been rising so rapidly in 1947. Fixed investment in the 
third quarter of 1948 on a seasonally adjusted basis 
was one third higher than it had been only 18 months 
before and was more than (continued on page 48 1 



The charts show the behavior of 
three economic factors now and 
in the recession years 1949 and 
1954. In each, the year before 
recession equals 100 per cent. In 
the third chart in each series the 
preceding charts are repeated for 
easy comparison 
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MINIMIZE 
YOUR 
BUSINESS RISK 



Here are four steps to guard you 
against business uncertainties 



The business gamble is a riskier 
one today. 

In spite of greater national pro- 
duction, sales and investment in 
plants and equipment, business prof- 
its as a per cent of sales have become 
increasingly hard to come by over 
the past 30 years. 

The trend seems likely to contin- 
ue. Yet, as Emerson said, "These 
times, like all others, arc good ones 
if we but know what to do with 
them." 

Caution and conformity, momen- 
tarily necessary as they may be t are 
passive and eventually self defeating 
ways of meeting a challenge. More 
dynamic action is called for if we 
are to go on prospering. 

Four preliminary steps suggest 
themselves as a starting point for 
such action : 

► Understanding why business is 
more precarious than ever before in 
history. 

► Re-examining your own basic busi- 
ness philosophy and using it as a 
lever to increase profits. 

► Re-exploring present assets in 
search of new profit possibilities. 

► Developing executives who can 
grasp the whole business picture. 

Why, in addition to the economic 
slowdown, is caution now playing a 
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greater role in business than ever 
before? There are four principal rea- 
sons; 

Keener competition. Rarely do we 
hear of a company having a closed 
territory all to itself anymore. Every- 
one is alertly looking around for ex- 
pansion possibilities and * leaping 
into any field that shows promise. 
This continues until the area be- 
comes marginal or unprofitable. 
* 

Higher taxation. This has upset the 
balance more clearly and trareably 
than any other cause. Almost every 
enterprise in the modern world is 
giving up a big part of its earnings 
to government. Even though much 
of this goes to pay for unconstruc- 
tive military measures, the effects 
are similar to a quasi socialism, Ini 
tiative is hurt. Security becomes the 
prize. 

Inflationary pressures. Over the 
years these have pushed costs higher. 
Unionism has played its part in this 
by attacking wherever a company's 
financial performance is good enough 
to make it a target So labor has 
tended to levy its own tax on busi- 
ness profits. 

Anti monopoly legislation. This has 
further stimulated the competitive 
trend. Although it might be listed 
first, chronologically, this factor 



ranks far below the others in impor- 
tance, partly because of the inevita- 
ble fogginess with which it is carried 
out Kvcn in countries where anti- 
trust laws are almost absent, there is 
a strong tendency to compete more. 
Lawmakers only lay down the for- 
malities of a fight that is inevitable. 

These four causes are obviously 
interrelated, and at least two of them 
tend to start an endless spiral. Keen- 
er competition sets businessmen to 
looking for greener fields and, as 
they branch out, they create more 
competition elsewhere. Higher costs 
keep begetting still higher costs with 
Biblical perseverance. 

None of these factors is listed as 
an evil force or as a defect in our 
system. 

For present purposes, let's merely 
say they exist* and go on to look at 
their consequences. 

The result of these conditions is, 
of course, that the gambling odds 
found in business are completely 
changed. As always, the possibility 
of loss is unlimited: but the chance 
of gain is held sharply in check. 
Your sales graph may zoom sky- 
ward, but the line that shows your 
return on investment runs into a 
very low ceiling. 

So where it once was possible for 
one brilliant coup to outweigh a 
whole series of mistakes, the reverse 
is now true: 

One major mistake can undo all 
that was gained in years of success- 
ful operation. 

It might be asked: If all this is 
true, why, then, is the rate of busi- 
ness failures quite moderate and not 
immeasurably worse than in earlier 
years? 

There are several reasons: For one 
thing, the general prosperity has pro- 
vided many temporary opportuni- 
ties that enable some unsound busi- 
nesses to hang on. Available credit, 
too, makes it possible to go on as 
long as there is a shred of hope. 

But the overriding reason is that 
we have learned to live with the new 
odds and have adopted a cautious 
philosophy toward every decision. 
From this philosophy comes the talk 
about conformity, the new execu- 
tive cla&s, scientific decision-making. 
Men are no different basically, but 
they sense that team effort is the 
modern way. 

For all the talk about letting exec- 
utives learn from mistakes, we per- 
mit few sins of commission these 
days. They cost too much. 

Yet adapting to risk by stressing 
caution at any cost merely com- 
pounds the problem. To (he existing 
misfortune of reduced margins, we 
add the permanent handicap of low- 
ered initiative. So the need for the 
right kind of executive leadership 
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Profits in this climate . . . 



is as urgent as the need for more ad- 
equate profit planning. 

He-examine your philosophy 

Before planning any major tune- 
up of its profit- ma king process, a 
company must take a fresh look at 
its basic philosophy of business. 
What is its reason for existence? 
What special contribution to the 
economy accounts for its profits? 

The answer cannot be a tflib; **We 
process raw chemicals and sell them 
profitably as finished compounds/* 
or "We make our profit by huying 
consumer goods at wholesale prices 
and selling them at retail." 

A more penetrating question lies 
beyond that: "What uniqueness or 
special genius do we have that makes 
certain customers patronize us in 
stead of someone else?" 

The answer to that — if it's studied 
from all angles may provide a clue 
to some important new profit possi- 
bilities. 

If customers come because your 
business is ideally located, for exam- 
ple, isn't it possible that you have 
overlooked providing other induce- 
ments that might bring still more 
volume? 

If a trademark or reputation for su- 
perior quality brings you buyers, per- 
haps your promotional effort could 
reinforce that standing to interest a 
wider circle of potential customers. 

In any event, by identifying your 
particular reason for business suc- 
cess, you will move logically to the 
companion thought: "Now how can 
we use this raison d'etre as a spring- 
board to a better profit margin or 
modify it in order to solidify our 
position?'* 

Here, especially, the intelligent 
over-all understanding of your exec- 
utive staff is critically important. 
Although the goal is to elevate your 
rate of profit, a sweeping decision 
to cut customer service or to discon- 
tinue a low-margin line can be fool- 
hardy. In many companies, a low- 
gross line of products serves to 
strengthen competitive position, to 
secure standing in the industry or to 
facilitate other sales. Only man- 
agers of broad outlook can compc 
tently accumulate the facts needed 
to answer one question in the light 
of many related ones. 

But a thoroughgoing study of 
what makes your business tick will 
almost invariably fxiint to a shift in 
emphasis that can turn a nu»dioere 
profit into a good one. 

Re-explore your resources 

The second positive answer to 
higher costs and lowered odds is 
related to the first, but it calls for 
a change of focus. Having looked at 
the whole picture in a general way, 
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the next step is a detailed examina- 
tion of each factor to find a way of 
doing more with what we have. 

The endless drive to expand is all 
well and good. It is a way of scatter* 
ing risk and fortifying against dis- 
aster. But it is an incomplete pro- 
gram. Building another plant and 
adding a new product line may give 
you greater security, but you are 
still accepting the same reduced 
odds on every dollar of capital in- 
vested. 

Only if this is augmented by a 
drive to make existing assets do ex- 
tra work can the profit ratio actually 
be raised substantially. 

The purchasing man. in having 
popularized the technique called 
Value Analysis, has given a cue that 
should be taken up in every phase 
of business. 

General Electric Company, which 
may have Ix^en the birthplace of Val- 
ue Analysis, describes it as "equiva- 



lent value at lower cost." Every item, 
whether bought or manufactured, is 
examined relentlessly in an effort to 
get just as good a result for less 
money. If research and production 
men join in, the outcome is some- 
times not merely a saving, but an 
actual improvement on the original 
item. In one case, a So circuit- breaker 
was redesigned several times until 
it cost only 30 cents — and best of all, 
took up so little space that it had 
many new uses. 

This same kind of determination 
to turn every asset inside out, this 
zest for re-exploration, can point to 
unsuspected riches. 

It has become so much a part of 
us to look for new devices, new per- 
sonnel, new buildings whenever we 
think of progress, that we can easily 
neglect the resources on hand. 

We should give more emphasis to 
the old-fashioned question "How 
can tinned on fxige SS > 
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AGRICULTURE 



Continued farm surpluses in spite 
of expanding needs of our rising 
population are seen by top agricul- 
tural economists. 

Estimating an increase in domes- 
tic needs of 20 per cent by 1965, 
and possibly 50 per cent by 1975, 
the farm economists nevertheless 
see in advancing farm technology 
and efficiency continued over-pro- 
duction for at least the next decade. 
They suggest that, for the next 20 
years or so, major problems in agri- 
culture will involve adjusting re- 
sources and production to changing 
market needs rather than emphasis 
on increasing productive capacity. 

The economists told the Subcom- 
mittee on Agricultural Policy of the 
Congressional Joint Economic Com- 
mittee that they also look for con- 
tinuation of important current 
trends. Among these are: increasing 
size of farm units; continued need 
to restrict use of cropland; further 
shift of farm people to nonfarm em- 
ployment; rising capital investment 
per farm worker; more vertical inte- 
gration; improved marketing effi- 
ciency; more emphasis on research; 
and increases in credit service. 



CONSTRUCTION 



You can look for strong efforts 
to extend direct federal mortgage 
assistance to families- well into the 
middle-income brackets. 

Sen. Joseph S. Clark (D-Pa ), 
and others, would like to establish 
a National Mortgage Corporation 
within the existing Housing and 



Home Finance Agency, The corpo- 
ration would be authorized to issue 
obligations and make loans up to 
an aggregate of $1 billion based on 
a Treasury subscription of $100 mil- 
lion. The loans would be intended 
for so-called moderate- income fam- 
ilies, co-ops, and private corpora- 
tions whose housing units would be 
for families of moderate income or 
elderly persons. 

Sen. John J. Sparkman (D-Ala.) t 
is also expected to push his new 
special assistance program aimed 
at providing mortgage assistance lo 
large families, minority groups, eld- 
erly persons, and others. 

Urban renewal will play a domi- 
nant role this year with proposals 
to increase the current $1.3 billion 
grant-in-aid program by $500 mil- 
lion eac h year for the next 10 years. 



CREDIT a FINANCE 



Some further easing in the money 
market may occur during the first 
six months of 1958 — with a gradual 
-tiftening seen toward the last half. 

Demand for money will continue 
strong from housing, local and state 
governments, some businesses. 

Business investment intentions 
are cautious. The profit margin has 
narrowed, while sales have climbed 
and will continue to move up slowly. 
Chemicals, plastics, durables remain 
strong. 

Inflation is succeeded by deflation 
■is a current economic problem. 

Further spotty dips in employ- 
ment are anticipated for the first 
quarter of this year. 

Current hearings in the Senate 



Finance and House Banking and 
Currency Committees will provide 
further elaboration on the problem 
of sound national fiscal operations. 



DISTRIBUTION 



In 1958 we are facing an odd sit- 
uation with the likelihood of slightly 
rising prices, increase! unemploy- 
ment and more after-tax personal 
income. 

This is the outlook in specific re- 
tail trades for the first quarter and 
the first six months: 

Retail food sales are riding above 
year-ago volume and are expected to 
stay at higher levels. 

Department stores generally look 
for first quarter sales to be under 
the 1957 first quarter mark. 

Sales for apparel and other soft 
goods are brighter than for durable 
goods. Still lagging are appliance 
and TV -radio sales. 

In hardware, an upturn in new 
home building plus home improve- 
ment spending should spur volume. 

Auto sales are not expected to 
reach 1957 figures in the first half. 

Distribution trades are bucking 
consumer uncertainty. People with 
more money to spend are seeking 
out lower price tags and buying 
fewer items. 

Consumer installment credit out- 
standing keeps rising — but at a 
much slower pace. 



FOREIGN TRADE 



You can expect greatly stepped 
up pressure for trade and loan pro- 
grams to strengthen the free world 
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relationship and fight the Soviet 
economic offensive. 

Urgency of such programs is 
pointed up by the President's State 
of the Union message and by Sec- 
retary of State Dulles who said that 
unless we take the Soviet economic 
offensive seriously, "we can lose this 
struggle without a shot being fired." 

For example, more than 1 00 mil- 
lion people, oil of the Middle East 
and the vast resources of Africa are 
in danger of being subverted and 
lost to the West through the Soviet 
bloc economic push. The communist 
line, as spotlighted in the recent 
Afro-Asian conference in Cairo, 
called for Middle and Far East 
nationalization and exclusion of 
western companies. Soviet aid and 
easy- term credits to some 10 nations, 
in the past two and a half years, has 
been estimated at SL5 billion. A 
rash of trade agreements between 
communist nations and the free 
world was ronHuded in late 1957. 



GOVERNMENT SPENDING 



The annual battle of the budget 
is already taking on a completely 
different character from last year. 
Congress, spurred by election year 
prospects, appears to be doing an 
about face from last year's economy 
stand. The problem for advocates 
of constructive federal economies is 
not the Administration's proposals 
so much as the threat of Congress* 
desire to increase the requests in 
many areas, including nondefense 
activities. Justification will be "na- 
tional security" and "investments 
in America's future development." 

The philosophy of cutting back 
on less urgent spending is running 
head-on into political considera- 
tions, and is in danger of dwindling 
to lip service. However, strong sup- 
port for those who are concerned 
with the economic threat of the cold 
war was given in the President s 
messages and a small nucleus of 
legislators will stress careful re* 
straint in federal spending. Their 
effectiveness will hinge upon support 
for economy by the people. 



LABOR 



The kind of labor legislation — if 
any — Congress will pass this session 
is still uncertain. 

Much will depend on coming 
1 a bo r- m ana geme n t de vel op men is , 
new disclosures of the McClellan 



Committee! and the extent to which 
public opinion is brought to bear on 
Capitol Hill. 

Right now, congressional senti- 
ment, encouraged by Administration 
recommendations, seems limited to 
measures which would simply try 
to keep unions honest and demo- 
cratically run. 

Those members of Congress fa- 
voring corrective legislation to cope 
with labor's growing monopoly pow- 
er will have a hard time putting 
their views across without consid- 
erable help. 

Unions themselves may provide 
some of the help if they persist in 
unreasonable bargaining demands 
to the point of provoking strikes 
that are costly to workers, business 
and the economy as a whole. 

Congressional sentiment might 
also be changed by what the Mc- 
Clellan Committee turns up in the 
next few months. The Senate group 
is turning its attention from union 
corruption to union abuses, power 
and violence. 



NATURAL RESOURCES 



Western states will press Congress 
again for guarantees that state water 
rights will be preserved and honored. 
The question of states' rights versus 
federal paramount rights is similar 
to the tidelands oil issue, resolved 
in 1953 in favor of the states. 

Clarification of the issue is em- 
bodied in the Barrett bill (S. 863) 
due for heated debate and contro- 
versy during this session. 

The proposed requirement that 
federal agencies shall recognize state 
laws in developing water resources 
projec ts is acceptable to the Interior 
Department, which maintains it 
always recognizes primary state ju- 
risdiction. The Justice Department, 
however, apparently lea as toward 
the theory that water originating on 
federal lands within the states is 
subject only to federal jurisdiction. 
Western developers say application 
of this principle would threaten pub- 
lic and private investments which 
depend on water rights granted un- 
der state law. 

The doctrine of paramount rights, 
rejected in the tidelands oil case, 
could easily lead to federal domina- 
tion of the region if successfully 
applied to western water. Propo- 
nents of strong central government 
could then move from water to min- 
erals, forests, and petroleum. 



TAXATION 



House Ways and Means Com- 
mittee hearings on tax revision have 
revealed no probability of tax rate 
reduction this year 

But don't rule out chances for 
such reduction if business doesn't 
begin a recognized comeback before 
Congress adjourns. 

With few exceptions witnesses 
have urged changes in over-all rates 
or to aid specific economic groups. 

The committee has listened pa- 
tiently, asked relatively few ques- 
tions, and given little indication of 
the shape of the tax bill to come 
other than to rule out major rate 
reduction bar ring notable worsening 
of our national economic situation, 
in view of greatly augmented fed- 
eral spending as proposed and in 
prospect, this is not likely to hap 
pen. 

Prospects now are that no bill 
will be presented before late April 
or May. 

That would mean short hearings 
hy the Senate Finance Committee 
if any law is to be passed during 
this session. 

In final form the bill will prob- 
ably be highly technical with little 
relief for anyone. 



TRANSPORTATION 



Commercial airlines, squeezed by 
rising costs and government-regu- 
lated fares, are facing an anxious 
year, 

A real crisis in the industry could 
result, airlines say, if the Civil Aero- 
nautics Board delays too long in 
making a decision on the carriers* 
request for a fare adjustment. For 
the past several years, airlines have 
enjoyed a record-breaking business 
volume but profit figures have been 
going in the opposite direction. 
They [xnni oul that the farts they 
charge today approximate those 
charged in 1938. 

As a result, airline plans to pro- 
vide about $2 billion worth of mod 
ern jet-type aircraft beginning this 
year are running into rough weather 
Credit institutions say the needed 
equipment cannot lie financed on 
present -day earnings. 

The carriers fear the CAR deci- 
sion probably is mony months away 
— although an emergency increase 
of approximately six per cent is 
likely to be granted before the final 
decision. 
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Analysis shows what business invest- 
ment pattern could be for rest of '58 



double what it had been early in 
1946. 

Even following this rapid rise, the 
volume of fixed investment in 1949 
declined only about seven per cent 
from its highest quarterly rate, and 
was climbing again in a year. 

The drop was even smaller in 
1954. In the first quarter, the rate of 
fixed business investment was about 
$1 billion less than the average for 

1953 and SL8 billion less than it had 
been in the highest period of 1953. 
The drop ended with the second 
quarter of 1954. By the third quarter 
business investment was above both 
the average for 1953 and above the 
highest point reached in 1953. Invest- 
ment had not grown as rapidly from 
1951 to 1953 as from 1946 to 1948. 
Nor was the decline from 1953 to 

1954 as great as from 1948 to 1949. 
As we entered 1958, the relative 

plateau of fixed investment in 1956 
and 1957 was not always recognized. 
Many types of business investment 
actually began to ease off as much 
as two years ago. For this reason the 
rise was not as sharp from 1956 to 

1957 as it was from 1947 to 1948. So 
our position now is much closer to 
1954 than to 1949. 

Even if business investment drops 
in 1958, many analysts believe the 
level in the fourth quarter may not 
be much mure than four per cent 
below the fourth quarter of 1957, if 
that low- 

There is also evidenc e that invest- 
ment in 1958 may be falling below 
the level needed to maintain produc- 
tion for our growing economy. The 
Chase Manhattan Bank released 
some interesting material at the 
meeting of the American Economic 
Association in late December. Anal- 
ysis by the staff of this institution 
suggests that, unless the economy 
collapses for other reasons, business 
firms may be spending more for in- 
vestment in I960 than in 1957. 

An increasing proportion of firms 
are operating on investment sched- 
ules of three or four years or longer, 
and make their investments without 
a great deal of relationship to sales 
prospects of the immediate year. 
This would suggest that fixed invest- 
ment may not drop precipitously in 

1958 or 1959. Manufacturing invest- 
ment may drop by a sixth, but com- 
mercial may drop very little. Utility, 
eleemosynary, and housing invest- 
ment may not drop at all. 



As a matter of fact, some of these 
categories may rise, New data just 
released by the Bureau of the Census 
indicate that the housing market 
has been much stronger than pub- 
lished reports had previously sug- 
gested. Family formation has been 
proceeding at a higher rate than 
anticipated and demographies! data 
suggest that this high rate may con- 
tinue for at least another year or two. 
Births are continuing to rise. This 
puts pressure on families to obtain 
bigger and better houses. 

Although the rate of growth in the 
consumption of electricity has de- 
clined, growth is still present and the 
utilities are continuing to expand 
their capacity. The somewhat easier 
financing terms expected in 1958 will 
facilitate this to some extent. 

When we turn to trends in inven- 
tories we find further interesting 
comparisons with 1949 and 1954. 
Nonfarm inventories rose at a fairly 
good rate through 1948 and declined 
sharply in 1949. They rose sharply 
in 1952 and mexJerately in the first 
three quarters of 1953, but declined 
sharply in the fourth quarter of 1953 
and the first three quarters of 1954. 
In both 1949 and 1954 inventories 
grew until the recession began. 

Final consumption rose during 
1949 but it took a year to bring in- 
ventories down to the point where 
firms started rebuilding them. 

In 1954, consumption was as high 
as it had been in 1953 — appreciably 
higher, in fact, in the latter part of 
1954 than in the latter part of 1953 
— but again it took a year of living 
off inventories to build business con- 
fidence to a point where firms were 
again willing to produce for inven- 
tory. 

In the present cycle, the rate of 
inventory accumulation reached its 
peak in 1956 — not 1957. Inventory 
growth was negative in the first quar- 
ter of last year and positive by only 
modest amounts in the second and 
third quarters. Liquidation was fair- 
ly sharp in the fourth quarter. 

So we are entering 1958 with most 
business inventories { except those of 
concerns with direct or indirect de- 
fense business and possibly some 
auto inventories i in a better position 
relative to sales than they were at the 
beginning of 1954. 

Consumption is now again appre- 
ciably ahead of production. Inas- 
much as most inventories are not as 



high now relative to consumption as 
they were at the onset of the last two 
recessions it may not take a year for 
business firms to start again produc- 
ing at a rate equal to current con- 
sumption. Unless the recession snow- 
balls, production may equal con 
sumption about the middle of the 
year. This would be slightly sooner 
than in 1954 but later than in 1949 

Government spending 

A second argument which we used 
to hear frequently explaining why a 
recession was necessary in 1958 was 
based on the expectation that gov- 
ernment expenditures would drop. 
This expectation is no longer held. 
It is generally agreed that federal ex- 
penditures will not decline much, if 
at all, after the current quarter and 
that state and local expenditures will 
rise in 1958. Total government ex- 
penditures for goods and services 
hovered between $86.5 and S87 bil- 
lion in the last half of 1957, They 
now are expected to total $90 to $91 
billion by the last part of 1958. So- 
cial service and wage payments will 
increase appreciably, too. 

But it is difficult to appraise the 
impact of government expenditures 
on the economy. Government ex- 
penditures rose markedly in 1949 
and declined markedly in 1954. So, 
in one instance, recovery presumably 
came with government aid. In the 
other, it came without it. The fact 
that government expenditures are ex- 
pected to increase this year at least 
gives no grounds for pessimism. 

It is worth noting, however, that 
some of the increase is coming in 
areas which will require new capi- 
tal investment while some such as 
highway expenditures — will come in 
areas where productive capacity is 
fairly adequate. 

These increases in government 
payments may l>e expected to have 
relatively minor secondary effects on 
capital expenditures generally, al- 
though the dec line in federal expend- 
itures in 1957 was one of the impor- 
tant reasons for a drop in machine 
tool orders and investment in certain 
transportation industries. The antici- 
pated rise may halt this drop. 

Another comparison of govern- 
mental operations with what hap 
pened in the two previous recessions 
is worth noting. Taxes were cut in 
both 1948 and 1953. Personal tax 
payments dropped by about $2.5 bil 
lion from 1948 to 1949 and bv about 
S3 billion from 1953 to 1954. Corpo- 
rate tax payments dropped $2 billion 
in 1949 and by $3.5 billion from 1953 
to 1954. The net effect of reduction 
in taxes and increases in either gov- 
ernment purchases of goods and serv- 
ices or other types of payments to the 
public was a net increase- of $8.8 bil- 
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If available plans are used, tax relief 
could come more quickly than realized 



lion of federal payments to the pub- 
lic in 1949 over 1948 and of $6 billion 
from 1953 to 1954. There may be no 
comparable shift in 1958. Federal re- 
ceipts from the public exceeded pay- 
ments to the public by $5.5 billion in 
1956. They were roughly matched in 
1957; that is. net payments to the 
public were from $5 to $6 billion 
higher in 1957 than in 1956. The rate 
of net federal payments may increase 
another $3 or $4 billion in 1958 from 
1957 levels. 

While legislation cutting taxes was 
not passed in 1957 as it was in 1948 
and 1953, leaders in the Congress are 
studying the need for tax cuts should 
the recession turn out to be more 
severe than anticipated. Plans are 
available which would make it possi- 
ble for Congress, the Executive and 
the Bureau of the Budget to move 
rapidly should conditions warrant. 
Tax relief could come more quickly 
than is generally realized. 
Prices 

A comparison of price patterns in 
1948 and 1953 with the price pat- 
terns of 1957 is also in order. 

Consumer price* went up over 7,5 
per cent in 1948. Wholesale prices 
went up more than eight per cent. 
Both retail and wholesale prices were 
relatively steady in 1953 although 
farm prices dropped sharply. Retail 
prices rose nearly three per cent in 
1957 and wholesale prices about one 
per cent. 

One cause of the recession in 1949 
was the fact that the economy had to 
adjust to new price levels, commod- 
ities had not risen in a balanced fash- 
ion. Some prices had risen more than 
the market would accept, others had 
not. A new adjustment at the new 
levels was needed. Something of the 
same sort happened in 1953 but on a 
smaller scale becaase prices after 
Korea rose less than after World War 
II. Adjustments were needed both 
between wholesale and retail, and 
within sectors. 

The 1957-58 position resembles 
the 1953-54 position more than the 
1948-49 situation. It is probably 
stronger than it was in 1953-54. 
Many price adjustments were made 
throughout 1957. The seasitive conv 
modi ties index, for instance, fell to 
the lowest point in eight years, while 
other prices have inched upward. 

Many prices, however, have 
tended to remain high, in consider- 
able part because firms feel that these 



higher prices are necessary to finance 
the expansion of capacity which they 
believe the economy requires. The 
money from the higher prices is, 
therefore, being plowed back into the 
industry and the economy, paying 
for labor and materials. The higher 
prices are not taking money from the 
economy. The economy is adjusting 
to these prices, rather than these 
prices to the economy. 
Production-consumption 

Total production has not dropped 
as sharply from the high point 
reached in 1956 as it did in 1949 or 
in 1954, Declines in specific seg- 
ments have been as great as in pre- 
vious years but the total of all 
these adjustments has represented 
smaller over-all adjustment so far 
than in the preceding periods. 

This means that, if an adjustment 
in production of the same magnitude 
as those of 1949 and 1954 is to occur 
this time, further declines are in pros- 
pec t. However, such declines would 
necessitate either an increase in con- 
sumption from inventories or a re- 
duction in total consumption. 

Since industry was already mak- 
ing adjustments to capacity require- 
ments as well as to prices in 1957, 
fewer adjustments may be needed in 
1958 than were needed in 1949 or 
1954. The strains on the economy 
from such adjustments may be con- 
siderably less than in the two preced- 
ing recession years. 

Total consumption does not seem 
to be declining; it rose in each quar- 
ter in 1956 and rose or held steady in 
each quarter of 1957. It has been pro- 
viding as strong support to the econ- 
omy as it did in either of the previ- 
ous two recessions. In 1949 final con- 
sumption was roughly 3.5 per cent 
higher than in 1948; in 1954 it was 
as strong as it was in 1953. In view 
of the fact that final consumption 
held constant despite the high inven- 
tory liquidation of the fourth quar- 
ter, it is possible that final consump- 
tion will remain at nearly peak levels 
in the first and second quarters of 
1958, as it did in 1949 and 1954, In 
other words, final consumption may 
do at least as well in 1958 as it did 
in 1954. If it behaves as it did in 
1949, this would put real pressure 
on many inventories in the first part 
of 1958. It may, therefore, be diffi- 
cult for inventory liquidation to in- 
crease in the first part of 1958. 

And, as governmental expendi- 



tures and transfer payments will in- 
crease somewhat in the first part of 
1958 — possibly by as much as the 
anticipated decrease in fixed invest- 
ment — total consumption may re- 
main strong during the adjustment 
period of the next six months. 

Consumers 

This brings us to the f\n^\ major 
segment of the economy, consumer 
expenditures. The patterns of 1948 
and 1953 were not repeated in detail 
in 1957 although, in general, the pat- 
terns were not dissimilar. Expendi- 
tures on durables rose sharply in 
1947, Battened out in 1948, and rose 
again, but less rapidly, in 1949. 
Families were not equipped with 
autos, refrigerators, dish-washers 
and other durables by 1949 and con- 
tinued to buy relatively freely. 

Sales of consumer durables rose 
just as sharplv from 1952 to 19-53 as 
from 1947 to 1948 but they leveled 
off somewhat more in 19.54 than in 
1949. The rise from 1953 to 1954 
was only about half as much as the 
rise from 1948 to 1949. 

Sales of durables rose little from 
1956 to 1957. Consumers had be- 
come relatively well supplied by the 
end of 1955 and they continued to 
buy at relatively steady rather than 
rising rates in 1956 and 1957. There 
is no backlog of demand to support a 
rise in 1958 comparable to that which 
existed in 1949, 

A rise comparable to that which 
occurred in 1954 may be possible, 
but it will come only if industry 
promotes its sales vigorously and 
well. After a two-year lapse in the 
rate of growth, particularly as the 
housing market may be stronger in 
1958 than in 1957, it seems possible 
that consumer durable sales may 
match or nearly match the 1954 pat- 
tern in 1958, 

Consumer purchases of non dura- 
bles followed quite a different pat- 
tern than those of durables in 1949 
and 1954. Nondurable wiles rose 
slightly in 1948 and again in 1949 
on a constant though not a current 
dollar basis. On a current dollar 
basis sales rose about six per cent 
from 1947 to 1948 and declined 
slightly from 1948 to 1949. From 
1953 to 1954 nondurable sales rose 
on a current and constant dollar ba- 
sis, but only by about one per cent. 

Sales of nondurable^ rose from 
1956 to 1957 at about the same rate 
as they did from 1947 to 1948 or 
from 1953 to 1954. The market in 
1956 was affected hy the high vol- 
ume of sales in 1955. As it has been 
more than two years since the 1955 
spurt, a rise in the sale of nondura- 
bles seems possible in 1958. Many 
firms expect increased sales. 

It is hard to handle consumers' 
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expenditures on services. The im- 
puted value of services, such as the 
rental value of owner-occupied 
homes, does not get into the cash 
flow. The services component, as re- 
ported by the Department of Com- 
merce, may rise during a recession at 
nearly the same rate as it rises in 
prosperous times. The services com- 
ponent on a constant dollar basis rose 
more than three per cent in 1949 and 
ahnut the Sit me percentage in 1954. 
It probably will rise by about as 
much in 1958. The cash expendi- 
tures in the services cmiipoiicnt may 
not rise by three per cent but they 
will rise. 

Differences between 1958 and 
1949 and 1954 however, do exist. 
Consumer demands for durables par 
ticularly were more pressing in 1949 
and 1954 than they are today. Gov- 
ernment suj >! ><■]•{ was relatively 
stronger in 1949. though not in 1954, 
than it will be in 1958. Fiscal and 
credit policies gave more support in 
both the preceding periods than they 
give today. 

Policies of the Federal Reserve 
Board and the Treasury were more 
liberal in 1948 than in 1957 and the 
Federal Reserve Board relaxed its 
controls more in 1953 than in 1957. 

The policies of the Federal Re- 
serve Board made credit more expen- 
sive and reducer! the total volume 
available in 1957. This had a two- 
fold effect. 

First, it eliminated some of the 
marginal demands for c redit. 

Second, it made credit harder for 
small firms to get because the over- 
head in handling credit in small 
amounts may raise the cost of such 
credit to uneconomic levels. Small 
business and home building, there- 
fore, have been affected by Federal 
Reserve policy, not directly but in- 
directly. 

Relaxation of credit terms by the 
Federal Reserve Board may not in- 
crease borrowing by large corpora- 
tions, public or private, to a great 
extent at least, in the immediate fu- 
ture, but such action should make it 
easier for marginal borrowers, such 
as smaller public agencies, small 
business men and home builders to 
obtain credit. Small business and 
home building were among the first 
to be? affected by the slowing down 
of the boom in 1955. They can easily 
stand some help in 1958. The proba- 
bility that they will he able to re- 
enter the market more vigorously is 
one of the reasons that investment 
may not drop as sharply in 1958 as 
some have feared. And because the 
Federal Reserve Board is watching 
the situation so carefully it is highly 
improbable thai credit conditions 
will provide depressing effects in 
1958, end 
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GROWTH IS UNEVEN continued (mm page 33 

An industry needs answers to these 
three questions if it faces adjust- 
ment from rapid to a slower growth 



we did over a 15 year stretch. During 
the f 20's, highway construction grew 
at an annual rate of 10 per cent. 
From 1947 to 1954 it grew 11 per 
cent in constant dollars. 

But from 1953 to 1954 the volume 
increased from $2.85 billion to S3.68 
billion, or 29 per cent 

On the conservative estimate that 
it takes 50 cents* worth of equipment 
to turn out $1 worth of highway 
work a year, the 1954 program re- 
quired about $1.84 billion in equip- 
ment compared to $1,42 billion in 
1953. Assuming an average life of 
five years for construction machin- 
ery, the industry needed to spend 
another 8700 million for replace- 
ments in 1954. 

Had highway building grown an- 
other 10 per rent in 1955, the in- 
dustry would have needed to spend 
another $200 million for new equip- 
ment and approximately $800 mil- 
lion for replacements. 

But in 1955, 1956 and 1957 high- 
way building increased only 3.5 per 
cent. The industry, however, con- 
tinued to buy equipment to handle 
a 10 per cent growth. As a result, 
both the highway builders and the 
machinery suppliers arc equipped 
to handle far bigger jobs than they 
have faced in the recent past. 

The new program should really 
begin to show results this year. If it 
increased construction by $600 mil- 
lion, this will be by about 10 per cent 
—the old rate of growth. This will 
require no greater rate of growth in 
the supply of labor, materials and 
machinery than we have experienced 
in the past. 

Putting this growth in perspective 
with the rest of the economy, we find 
that a $5.5 billion highway outlay for 
1958 will be no bigger relative to 
our approximately $450 billion econ- 
omy than was the outlay of $1.3 bil- 
lion in 1929 relative to the $104 bil 
lion economy of that year. 

When big plans are announced, 
businessmen need to take a cold look 
at the existing and scheduled po- 
tential to handle those plans in the 
light of the probable time problems 
these new plants must face. It is 
quite possible that rapid growth in a 
particular segment can be handled 
by normal growth in many of the 
supporting industries. 

There will be some exceptions. 



The highway program required an 
expansion of engineering services far 
beyond the normal capacity of the 
profession. This required a revolu- 
tion in engineering techniques: use 
of photogrammetric methods, use of 
high speed computers, and so on. 
Small segments of particular indus- 
tries, but not the construction in- 
dustry as a whole, had to expand 
sharply. The businessman who out- 
paces his peers must find whether 
his company is actually among those 
which must expand sharply. 

Source of growth. How does an in- 
dustry adjust from rapid to slow 
growth as the easy markets are cap- 
tured? 

Any industry which has passed 
through a period of relatively easy 
growth is likely sooner or later to 
have to face this question. It is im- 
portant, therefore, for a rapidly 
growing industry to know three 
things. 

First: How much of its growth is 
due to new markets for which there 
is little competition, and how large 
are these markets in potential vol- 
ume and time. 

Second: How much of the market 
is being obtained at the expense of 
competitive materials, products or 
industries. 

Third: What is happening to the 
competitive gap which has enabled 
the industry to take business away 
from others rather than create new 
business. 

The recent experience of the brick 
industry shows the need for such 
knowledge. 

After World War II this industry 
grew rapidly. Facts gathered annual- 
ly showed that much of this change 
was due to penetration of markets 
previously held by others. People 
wanted and could afford better and 
more attractive homes and brick was 
a symbol of such a home. 

When the market was expanding, 
other building materials could grow 
in spite of the competition from 
brick. But when construction volume 
dropped a couple of per cent, com- 
petitive materials could maintain 
their volume only if they stopped the 
inroads from brick. They began to 
show builders how to put up attrac- 
tive houses with sometimes cheaper 
materials. The brick industry, which 



had expanded in 1955, found itself 
facing tougher competition- 
Increase of penetration requires 
particularly difficult and continually 
increased effort. 

That is why it may be fairly safe 
to project the growth of an industry 
as a whole, but not of one particular 
material or product. 

If projections are made in detail, 
the new markets may not be known, 
and the competition for the old mar- 
kets may not be properly appraised. 
If frozen foods capture some of the 
canned food market, it is easy to see 
that this will mean a decline in sales 
for cans. It is harder to judge how 
fast cans will be -used in as yet un- 
captured markets. 

Neither is it safe to project trends 
unless the detail behind tlie trend is 
known. How much of potential new 
business is entirely new business 
never before had by anyone? How 
much is business gained at the ex- 
pensc of someone else? When the two 
curves are projected separately, the 
resulting trends may be significant. 
When the resultant of the two is pro- 
jected as a single curve, the implica- 
tions may be dangerous. 

The sale of frozen foods grew both 
because they replaced some canned 
goods sales, and because more fam- 
ilies were buying prepared fruits and 
vegetables. Sales grew by about. 15 
per cent per year from 1938 to 1956. 
With the population expected to 
grow in the future by less than 1.5 
per cent per year, frozen foods sales 
probably will not continue to grow at 
a 15 per cent rate. If they did, per 
capita consumption - which reached 
about 30 pounds a year in the first 
20 years of the frozen food business 
— would approximate 485 pounds 
per year, or more than a pound per 
capita per day, in the next 20 years. 

Obviously, in analyzing the mar- 
ket, the new markets being obtained 
as a result of growing population and 
growing incomes must be examined 
separately from the market being ob- 
tained at the expense of the sale of 
canned or fresh foods. 

Growth and prices. Growth is, of 
course, a function of actual and of 
relative price. In some markets for 
varying periods, price may be unim- 
portant. Cryotrons, tiny special 
metal superconductors, are so ur- 
gently needed in satellite and mis- 
sile production that tost is unim- 
portant. But sooner or later, and 
usually sooner, price becomes impor- 
tant. If it is held high, it delays 
the creation of new markets and may 
prevent the capture of old ones. It 
may well encourage competitors to 
duplicate or improve upon the new 
product or service. 

In such industries as chemicals, in 



52 



NATION'S BUSINESS * FEBRUARY 1958 



, progress is marked, the life of 
a particular new product may not be 
expected to exceed five or six years. 
In that case plans will be made he- 
fore the chemical is produced whic h 
call for earning a good profit and re- 
tiring the investment from earnings 
after taxes, within five years. 

In most industries, the capital re- 
quired is so great and the life of the 
new product is such as to encourage 
a more modest rate of return and one 
which may discourage the entry of 
tremendous new capacity. 

In general, the greater the rate of 
progress anticipated, the greater 
capital outlay required to sustain the 
growth anticipated, the higher the 
price that may be set for the goods or 
services produced. 

Hut the greater the rnte of growth 
anticipated, the more dangerous it 
is to attempt to obtain the high mar- 
gin of profit There must br m com- 
promise here between capital re- 
quirements for growth, or to replace 
obsolescence* and the danger of 
too much additional capacity en- 
couraged by apparent high margins 
and future prospects. 

The aluminum industry, for in- 
stance, held its prices down and 
dropped the price from time to time 
from 19(X) until 1942, when costs for 
new facilities and new power sources 
made this policy no longer feasible. 
Technical progress was expected to 
he moderate, but the growth of sales 
seemed likely to be great. So it was 
to the general advantage of all to 
keep prices moderate, 

A similar decision was made for 
cellophane. In both cases the rate of 
growth seemed promising and the 
rate of obsolescence of manufactur- 
ing methods seemed likely to be 
modest. If, however, the rule that 
rapid growth should encourage low 
prices is ignored, in the absence of 
unusually heavy capital require- 
ments or rapid technological prog- 
ress with its concomitant rapid ob- 
solescence, competition will usually 
tend to correct the situation. 

So, whether by design or by com- 
pet.it ion, growth without unusual ob- 
solescence, or other heavy capital re- 
quirements, may be expected to en- 
courage competitive prices. That is 
a healthy fact It is also one that 
should be remembered by business- 
men who examine the future of spe- 
cific new fast-growing markets. 

The future of fast- growing mar- 
kets may !*• difficult to predict, be- 
cause the analysis must estimate the 
new market and the penetration of 
old market aspects. The analysis 
may be difficult also because unpre- 
dictable detailed factors may a fleet 
the markets. Although the male and 
female population have grown at 
about the same rate, fewer mens 
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"The Swimming Pool Home will be to the next 
decade what the two-car family was to the last" 
j —Esther Williams 

Here is a Tremendous Opportunity 
to Cash in and Grow with this 
New American Family Trend 




Trmwiwiiii 

Exclusive Distributorship Now Open 
to One Businessman in Each Area 



If you qualify, you can be part of this 
dynamic young industry, representing 
the leading company in the field, the 
International Swimming Pool Corpora- 
tion. Our product enjoys a nationally 
known brand name— the Esther William* 
Swimming Pool, It capitalizes on Ihe 
personality and sates appeal of t h is great 
swimming celebrity, through whose per- 
sonal efforts it is now possible for fami- 
lies of ordinary means to enjoy what 
used to be a rich man's luxury. 

You will be demonstrating and selling 
the first great advance in swimming 
pools in twenty years. Esther Williams 
Pools are all concrete, in-the-ground, 
beautifully designed (for both homes 
ftnd motels), with complete top-quality 
equipment. Easy to sell, simple to in- 
stall, fully guaranteed. 

Esther Williams Swimming Pools offer 
exclusive safeguards, including a safety 
ledge and a strong safety cover. Unique 



water-saving filter recirculates water, 
giving it diamond sparkle. 

Available in several sizes, they are 
priced within the budget of most home- 
owners and financing is easily available. 
Nationally advertised on TV, radio, in 
Life, Better Homes* fit Gardens, Good 
Housekeeping and other publications. 

As growth potential is great, we can 
consider only correspondingly success- 
ful businessmen. Low five-figure invest- 
ment needed- No franchise fee is re- 
quired. Technical knowledge in field of 
general contracting advantageous but 
not essential as standardization simpli- 
fies construction. Annual service con* 
tracts provide continuing income. 

We must appoint distributors in open 
areas soon, as the first sign of Spring 
will heighten consumer demand. (Deal- 
erships also available.) Write today, 
outlining your qualifications. Address 
Esther Williams, President. 




International 

Swimming Pool Corporation 

1 34 East Post Road,While Plains, New York 

pint in Quality Firnt tn Acceptance Ftrst in it* Industry 



GROWTH IS UNEVEN 

continued 



I 



The market makes 
fewer mistakes 
than planners 



suits are being sold now than were 
marketed 30 years or so ago, but the 
sale of separate trousers has grown 
at a rate of four per cent per year. 
The sale of women's suits bus grown 
about 10 per cent per year, and of 
women's skirts 14 per cent per year 
in the past 30 years or so. 

The sale of asphalt siding has 
dropped sharply, while the sale o; 
asphalt roofing has risen. The sale of 
electric ironers is down while the sale 
of electric irons is up. Growth re- 
quires a combining of many favor- 
able fat tors. It is not easy to predict 
how those factors will develop, nor 
to sustain growth once the factors 
have been identified. 

This is a cost of democracy. The 
market place decides what is wanted 
and at what price. Careful market 
studies reduce but do not eliminate 
the differences between forecasts and 
actual experiences. 

But the cost of our somewhat er- 
ratic type of growth patterns is 
actually far less than the cost of con- 
trolled growth. If planners were al- 
lowed to dictate the amount of 
growth demanded or promoted in 
specific industries, their errors would 
be greater than the errors of the mar- 
ket place. 

As Russia has just discovered, it 
takes longer and costs more to re- 
verse or modify centrally made de- 
cisions than to modify or reverse 1 the 
multitudinous decisions of the mar- 
ket place. 

Our economy grew faster than the 
Russians', in general, when it was as 
backward as the Russian economy 
now is, because our ancestors found 
errors promptly and locally, and cor- 
rected them where they found them 
Russia can divert energies to a spe- 
cific goal, such as to rockets, at the 
expense of consumers <»r of any other 
segments of the economy it wishes to 
rob, but Russia has not suc< -ceded in 
obtaining as great an over-all growth 
with central planning as we get with 
decentralized decision-making based 
on consumer control, 

Our consumer oriented, democrat 
ically controlled economy will, there 
fore, continue to grow at uneven, 
pulsing, but hopeful rates, 

— Robinson Newcomh 
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BRAINPOWER TESTS 

run Untied from page 41 



I 



Any machine made 
is a slave to 
a human brain 



be found in the world, which enables 
man to smash atoms, heal the sick, 
educate the young, build great or- 
ganizations, and put sputniks in 
orbit. 

The problem of automation in 
American industry is a case in point. 
There is a growing fallacy that we 
are building giant brains in this 
country. But thus far, no machine, 
electrical or mechanical, has been in- 
vented which is not a slave to a hu- 
man brain. 

Such machines do what they are 
told to do by the programer who 
directs their operations. 

The introduction of automatic 
processes appears to upgrade the 
level of brain jxwer required to com 
municateand program these increas- 
ingly complicated and technical ma- 
chines. 

Would you say thai automation will 
create problems tor individuals 
trying to adjust to it? 

It already has, I have just been 
attending a course of instruction 
on Univac, which is to be in- 
stalled on this campus. The problem 
of dusting out my mathematics and 
electronics was not inconsiderable, 
1 fully anticipate that the amount 
and availability of high-level brain- 
power may be a determining factor 
in the rate at which automation can 
be introduced into manufacturing 
operation. 

Would your tests be useful in in- 
creasing development of our scien- 
tific knowledge? 

They may do so in two ways. 
First, as; i research instrument. They 
have already proved that important 
information about the brain can be 
discovered and confirmed. 

Second, they may enable us to 
Study the brainpower characteristics 
of creative scientists to discover the 
rt imnion factors that underlie their 
success. We could then look more 
knowingly at our young men and 
women in terms of their capacities 
to be creative scientists. 

You feel that those who have the 
capacities could be channeled so 
as to be most productive? 

Sound educational guidance re 
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II U | ¥ For you, they're these four men and many 
■ ■■■■■■■■Ha others in your territory named in Dodge 

Reports this morning. Why? Because a 
Dodge reporter discovered yesterday that they are engaged right now 
in some phase of construction activity where you can make a sale. 

The leading firms and salesmen in construction, now over 48,000 of 
them, depend on Dodge Reports to keep well informed of construction 
activity in the area in which they sell , . . to locate sales opportunities, 
concentrate on acrive business, spend less time chasing down rumors, 
making fruitless between-job solicitations. 

To make certain that they have these best selling opportunities every 
day, over a thousand Dodge news gatherers make more than 2 million 
personal calls and IV2 million phone calls on 138 thousand regular 
sources of information - plus many thousands more who occasionally, 
or only once become your prospects. 

Send today for the book "Dodge Reports - How to use them effec- 
tively," containing the Dodge Reports Specification Form, which has 
helped thousands of firms select just the service they need — covering 
just the area in which they operate within the 37 eastern states. 
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BRAINPOWER TESTS <»fttinued 



I 



Tests can show aging of one's brain 
as a better index than years of age 



quires much good information. Inso- 
far as our testing procedures can pro- 
duce sound information about the 
factors that contribute to ereative- 
ness in society, they can be so used. 

What higher brain functions does 
the Hatstead Battery measure? 

There are four of them: judgment, 
power, perception, and memory. 

-Judgment has to do with reason- 
ing and decision-making. This func- 
tion is crucial to maintenance and ef- 
fectiveness in activities involving 
analysis, appraisal, choice between 
alternatives and high quality deci- 
sions. 

Power has to do with motor and 
mental energy and drive. This func- 
tion or factor is behind the individ- 
ual^ intellectual drive in carrying 
on the process of thinking without 
being chnorrvd by irrelevant consid- 
erations. The waxing and waning of 
this factor throughout the day pro- 
duces the good and bad spots in the 
judgment curve of the individual. 

Individuals are not equally smart 
throughout the waking hours of each 
day. Some persons make their best 
decisions around 10 o'clock in the 
morning and are quite capable of be- 
coming frustrated if faced with sim- 
ilar decisions late in the afternoon. 

Perception has to do with verbal* 
visual, auditory and temporal aspects 
of the environment. An individual 
may be able to grasp the essence of 
written data or verbal reports with 
great efficiency, yet lose important 
information or miss essential irnpli 
rations in a subsequent discussion or 
conference. 

Memory has to do with organiza- 
tion, form, place and relationships. 
This factor is the coordinating, or- 
ganizing and recording aspect of the 
brain. An effective executive, for ex- 
ample, integrates, clarifies and stores 
all types of information more or less 
automatically. He does so in a way 
that is vastly superior to any filing 
or contrived system that has ever 
been invented. Without this facility, 
the brain would, in effect, be born 
anew every morning. 

Did you say brainpower varies with 
the time of day? 

Brainpower appears to fluctuate in 
each individual. It is much the same 
in principle for the adult as for that 
well behaved, delightful, five- to- 
nine-year-old who, before meal time 
or after staying up too long, regresses 



to an irritable, refractory, difficult, 
rebellious child. 

Our physiology seems to energize 
our adult brains on a cyclic basis. 
Not many business executives could 
be at their best late in the evening, 
for example, when the television star 
must achieve his greatest effective- 
ness. Intellectual work tends to come 
in relatively short bursts of high- 
level activity. 

The student, the professor, or the 
business executive is often surprised 
to discover, after plowing through a 
series of long technical reports, that 
he got a lot done during a short 
period of time. This means that his 
brain was functioning at a high level 
automatically. 

He can force himself to continue 
but he will soon find that he is read- 
ing and rereading the same material 
with progressively lesser yield in un- 
derstanding. 

For top-level intellectual work, 
where difficult decisions must be 
made, the individual should know 
his periods of peak effectiveness and 
exploit them. 

Sound programing of each day's 
work not only exploits peak brain- 
power output but interspaces routine 
activity wisely to fill in the gaps be- 
tween these peaks. This is the kind 
of rest a brain needs. Without such 
sound programing, many high-lev- 
el business executives find that a va- 
cation does not help. 

Can brain impairment be prevented 
or minimized? 

Yes, to some extent. Although 
medical science does not yet have 
clear-cut evidence that it can retard 
cerebral vascular disease, several 
studies directed toward this goal are 
underway. 

Our test findings seem to indicate 
that, unlike most of the tissues of the 
body, the brain does not inevitably 
age in everyone in the sense of de- 
terioration. 

Even when the brain is damaged 
directly through accident or disease, 
much hope can be offered through 
expert medical diagnosis and treat 
ment with appropriate drugs or even 
with operations. 

I have studied many high-level 
people who have had even radical 
surgical removal of part of the brain 
and have observed them able to carry 
on at a good level. The concept that 
a man is through just because he has 
brain impairment is wronjp. Early 



detection and proper management of 
such individuals can minimize the 
incapacitating effects. 

Dr. Loring Chapman and Di\ Har- 
old G. Wolff at Cornell Medical Cen- 
ter in New York have found, how- 
ever, that the chronic stress of daily 
living can build up in some individ- 
uals to the point where the impair- 
ment of functioning is virtually 
indistinguishable from brain im- 
pairment. Obviously, sound mental 
hygiene, if established early enough, 
could help minimize such negative 
influences in these people. 

Do you have some helpful tips? 

Yes. 

1. Regular and thorough physical 
checkups, beginning at. least by mid- 
dle age. 

2. Regular checkups on higher 
brain functioning by methods such 
as we have been describing. 

3. Developing a program of daily 
living in line with sound principles 
of mental hygiene. 

4. Diversifying your emotional in- 
vestments so that there is at least 
one strong hobby or avocation that 
not only relieves stress and tension 
but can make the retirement years 
truly golden. 

5. Leaning heavily on the Golden 
Rule, 

Will you explain the Hatstead Bat- 
tery of neuropsychological tests? 

The Halstead Battery consists of 
10 different apparatus tests, each of 
which has been found to be sensitive 
in detecting brain injured individ- 
uals in contrast with normal individ- 
uals. The tests measure what I term 
"biological intelligence," or general 
adaptive capacity. 

The testing takes a total of two to 
three hours. Only objective quanti- 
tative measurement and scoring are 
utilized. 

The tests are readily administered 
and are interesting to take. By use of 
controlled test stimuli that may be 
visual, auditory, tactual, etc., syste- 
matic information is made available 
to the brain and responses are scru- 
tinized for distortion of such infor- 
mation. 

Distortion in the four higher brain 
functions you spoke of? 

Exactly. 

You have invented a device for 
making this test? 

Yrs, we have now consolidated all 
of these 10 tests into one piece of ap- 
paratus. We have two of these in op- 
eration at present. One is at Indiana 
Technical College in Fort Wayne, 
and one at Clifford Berg Associates 
in Roekford. III. The design has 
been standardized and is being man- 
ufactured for installation under my 
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supervision in other centers. In much 
of this activity we- have been work 
ing closely with our Industrial Re- 
lations Center 

Are there various degrees of im- 
pairment? 

Yes, Our scale provides for I 1 
steps in our impairment index. Actu- 
ally, we do not regard the measured 
impairment as significant until 60 
per cent of the test findings overlap 
the performances of people known 
to have brain damage. We are thus 
conservative in interpreting brain 
impairment. 

When the GO per cent overlaps, is 
that the danger point? 

We regard that as (he danger 
fx)i nt I might say that we are prob- 
ably all destined to reach testable 
impairment some time during our 
life span. We can always hope that 
it will be postponed until that hour 
before death, but many of us are not 
so fortunate. 

Might these changes he unknown 
to the person? 

Yes, many of these changes may 
occur unknown to the individual and 
often enough may not have been no- 
ticed by his physician. 

Would you say that everybody has 
some impairmentf or almost every- 
body? 

No, at least not in terms of the 
sensitivity of our battery of tests. 

What percentage of persons show 
no impairment at ali? 

Five per cent of our individuals 
through an age range of 14 to 65 
years show no measurable impair- 
ment in higher brain functioning. 
These individuals tend to be highly 
creative members of society. None 
of their scores overlaps the perform* 
an ees of individuals known to have 
brain damage or impairment Ac- 
tually, except for high-level posi- 
tions, I do not get concerned about 
brain impairment until mv index 
reaches 60 per cent overlap. 

Could you tell us more about how 
your tests may be used? 

The Halstead tests may be proper- 
ly used at present : 

1. To determine the physiologic al 
functioning of the brain and the 
conditions and effectiveness of the 
higher brain functions. 

2. To indicate areas of strength 
and power in the brain, as well as 
those where impairment may be de- 
veloping — a kind of audit of the as- 
sets and liabilities of higher brain 
functioning, 

3. To com pan» an individual's 
chronological age with his true bi- 
ological age, which is a more ac- 
curate indicator of the status and 
maintenance of the brain. END 
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Tropical Rubber-Base Cementkote 

SAVED OUR BUILDING! 

says R> A. Neilsen, manager 

Costly annual repair off stucco surface 
eliminated by moisture-proof Cementkote. 
To date; Three years with NO maintenance! 



"Every year for many years wc 
had to replace large areas of 
stucco which was popped off 
by moisture penetration and 
resulting frost", wrote Mr. 
Neilsen in August, 1 957. "Then 
your Mr. Falardeau recom- 
mended that Tropical Rubber- 
Rase Cementkote would 



waterproof this surface and, 
by keeping moisture out, frost 
damage would be eliminated. 
Wc applied Cementkote in 
1955. After going through 
two winters and now ap- 
proaching a third, we really 
believe Cementkote has saved 
our building". 



Chech how Cementkote can save YOU money! 

Tropical Rubber-Base Cementkote waterproofs and decorates 
concrete, stucco, block, brick and srone surfaces. Its tough 
rubber coat seals pores, stops penetration 
of wind-driven rain and snow. Applies 
without primer on new, uncured construc- 
tion, with no alkali streaks or stains. Stops 
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EIGHT SKILLS 

continued from page 35 

individual proprietorships success- 
fully are participation and com- 
munication. 

People who are to be held account- 
able for results must be given an op- 
portunity to participate in the deci- 
sions that establish the conditions 
under which they work. Professional 
managers provide for this consulta- 
tion by asking the suggestions and 
recommendations of their subordi- 
nates on matters that concern them. 
This is time-consuming and, at 
times, difficult. 

But only in this way can sub- 
ordinates feel they are really part 
of the team and not automatons. 
Consultation, when developed as a 
management skill, helps loosen the 
creative ideas and the best energies 



of people once content to plod along 
doing as they were told. 

In Ksso Standard Oil Company 
employes are invited to discuss mat- 
ters affecting them, and their views 
are given full consideration in work 
ing out problems. This not only en- 
sures better understanding and ac- 
ceptance, it also provides for better 
decisions because they reflect the 
views of those directly concerned. 

Control 

The unique skill required of pro- 
fessional managers is the ability to 
evaluate and appraise work being 
done under their direction without 
the need for close* personal supervi- 
sion. This ability is the true gauge of 
a manager's scope, because he can 



delegate only to the limits of the 
control system within which he 
works. 

Basic to effective control is the de- 
velopment of valid and meaningful 
yardsticks to measure performance. 
In the past, such yardsticks have 
often been rather haphazard. One 
company, for example, awoke one 
day to the fact that the only way it 
could tell whether it was making 
progress was by watching its bank 
balances at the end of the month. 

Another company went on for 
several years, blissfully surveying 
a steadily mounting sales curve, 
only to find, with a jolt that real 
profits had been decreasing. 

The heart of a control system in 
the professional management con- 
cept is first, performance standards 
that enable managers at every level 
to measure their own progress and 
to report it to higher levels in con- 



cise terms. Significantly, the best 
performance standards are the goals, 
programs and budgets which man- 
agers first establish to plan and 
guide their work. 

For a manufacturing operation, 
standards may include such factors 
as units produced by product, direct 
and indirect labor and materials 
costs, raw material, in process and 
finished goods inventories. Sales 
performance standards may include 
sales and gross profit by product. 
Engineering progress may be judged 
by standards based on status of work 
completed against program, direct 
and indirect costs of project work, 
costs of estimating and proposals, 
and so forth. 

Effect ive standards must be un- 



derstood and accepted by those 
whose work is being measured. Once 
acceptance is accomplished, a re- 
cording and reporting system is in- 
stituted to measure actual perform- 
ance and to compare results with 
established performance standards. 

The objective now is to set 1 to it 
that every accountable manager re- 
ceives reports which will quickly 
identify variances for him. This 
enables him to review those factors 
which are proceeding according to 
plan and to focus his energies on 
out-of-line conditions. 

Control is not only a matter of 
top management concern. Control 
tools should be provided at every 
level so each manager can identify 
and correct his own varianc es. The 
lower in the organization corrective 
action can be initiated, the faster 
the action takes place and the more 
upper levels of management are 
freed for creative planning. 

Carrier Corporation has a com- 
prehensive reporting system that 
keeps every member of management 
constantly aware of his financial and 
operating status. Even the construc- 
tion superintendent working out in 
the field on a new project receives 
up-to-the-minute reports which high- 
light his actual costs as compared 
(o his estimates. 

Ford Motor Company records 
and reports significant data to each 
management level. 

The foreman, who is accountable 
for use of materials, machinery and 
manpower, gets reports on direct 
labor, indirect labor and material 
usage. 

A division manager in Ford, who 
lias profit accountability for the op- 
eration of one segment of the com- 
pany's business, is concerned pri- 
marily with reports showing per- 
formance against plant profit budg- 
ets and forecasts, product costs, 
plant costs, and a review of his fi- 
nancial and operating results against 
established plans. 

At Ford the manager is also meas- 
ured on his ability to develop quali- 
fied managerial, technical and pro- 
fessional personnel. Once each year, 
in conjunction with the presentation 
of profit plans and administrative 
budgets, the performance and po- 
tential of key personnel also is re- 
viewed. 

Professional management is based 
largely on these skills. While every 
manager must be proficient in them, 
it is important to note that the 
higher we go up the executive lad 
der, the more we find managers con- 
centrating on two aspects that are 
characteristic of executive positions 
— innovation and final decision- 
making. Here again is a cut 1 for the 
manager who wishes to climb to the 




introduction of new or added 
activities-is the life blood of 
any organization 
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top, for in these two skills we find 
the quintessence of executive action. 
Innovation 

Innovation- the introduction of 
new or added activities — is the life- 
blood of any enterprise. Maintaining 
the status quo is always a holding 
ac tion and seldom results in a front- 
running company. The professional 
manager creates market and product 
leadership by generating new con- 
cepts and approaches himself, and 
by seeinp to it that: every possible 
new idea generated by his subordi- 
nates is given careful consideration. 

Innovation depends in large meas- 
ure upon releasing and encourag- 
ing the creative energies of people. 
The professional manager helps to 
create the necessary environment 
by stimulating and encouraging his 
subordinates to differ with accepted 
ways of doing things and to come 
up with constructive ideas for im- 
provement. Only when a premium 
is placed on originality and initio 
tive can true innovation exist. 
Decision-making 

The one skill that most clearly 
differentiates top-ranking from low- 
er-rated managers is the ability to 
make decisions. This is not simply 
a matter of demonstrating good 
judgment; rather, it involves skill 
in fact-i:a1.hc'n*n«. analysis, and in 
chinising among alternatives. De- 
rision-making cannot tx> performed 
in total by single individuals. The 
decision itself is an outgrowth of 
the work of a great many people, 
each concerned with gathering and 
interpreting data related to his own 
func tional interests. The profession- 
al manager remains sufficiently alool 
from this process to lie able to weigh 
and evaluate the alternatives pre- 
sented to him in terms of the ob- 
jectives of his group as a whole. 

Before a manager can take the 
last step in decision-making, he 
must organize 1 his subordinates and 
the* specialized staff serving him so 
that they can effectively collect data, 
and make recommendations. 

These research findings provide 
us with a new and integrated con- 
cept of the management job. It is in 
these areas that the individual with 
executive* ambitions should focus his 
efforts at self-development. The 
more he t an perfect the skills which 
are basic to professional manage 
ment, the* more he can qualify for 
greater responsibilties and a larger 
pay check. — Louis A. Allkn 

REPRINTS of "8 Skill* Make a 
Manager* may be obtained for /.? 
cents a copy or $10.15 per 100 pottt- 
fxiid from Nation's Business, ffflfi 
H St.. N.W.. Washington 6\ IX C. 
Please enclose remittance with order 
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EXECUTIVES 
CAN SIMPLIFY 
THEIR JOBS 

Here's how managers can benefit 
by time and motion study methods 



Your work, despite its scope and 
complexity, probably can be made 
easier than it is now. So can the 
work of your employes. 

You can simplify your job and 
theirs by applying some of the prin- 
ciples drawn from time and motion 
studies of factory workers and clerks 
for many years, plus more recent 
findings. 

This is not to suggest that such 
responsible management functions as 
planning, decision-making and mo- 
tivating subordinates can be reduced 
to a simple formula. Traditional 
work simplification practices are 



most effectively applied in manual 
and repetitive jobs 

"Work simplification can be ap- 
plied at all levels/* says William R 
Mullee, professor of industrial engi- 
neering, New York University. He 
is a pioneer in work simplification. 
In the broad sense, he says, "it in- 
volves the search for better and 
easier ways to do all jobs." 

A number of executives who have 
used work simplification practices 
agree. "It becomes a philosophy," 
says Louis Webster, financial vice 
president of Thomas J. Lipton. Inc., 
"in which you look at your job in a 



new way and use your initiative to 
simplify it" 

Jeremiah Wolfe, assistant vice 
president, The Bank of New York, 
notes that executives normally give 
hearty endorsement to work simpli- 
fication programs for supervisors 
down the line, seeing potential cost 
reduction and slreamlined opera- 
tions. But when it is suggested that 
the executive might benefit from the 
program, "he's likely to do ;t double 
take, insisting he's too busy. The 
fact that he feels he is too busy may 
mean that application of work sim- 
plification principles to his daily 
routines might lighten his load." 

Professor Mullee and Professor 
David B, Porter, also of the nyu 
Engineering College, have con- 
duced the university's Work Sim* 
plification Roundtahles since 1947. 
They have trained representatives 
of hundreds of organizations to set 
up work simplification programs at 
their companies resulting in millions 
of dollars in savings. Both men spent 
many years in industry before join- 
ing the nyu faculty. 

"Work simplification." says Pro- 
fessor Mullee, "can be an important 
factor in improving the product or 
service and reducing the unit cost. 
It provides a medium of participa- 
tion for workers, but it must have 
the solid support of top manage 
ment" 

There are four major obstacles to 



Loads are lighter when you use this approach 




Question each detail 



Develop a better way 



Apply improvement 



work simplification that must be 
overcome, Professor Mullee points 
out, They are: resistance to change, 
resentment of criticism even though 
constructive, insecurity caused by 
belief that simplification will change 
one's job and require different skills, 
and complacency about the way a 
job is now being done. Once an en- 
vironment for work simplification is 
established. Professor Mullce says, 
a five step pattern can be applied 
to your work: 

I- Pick a job problem. The idea is 
to pick a function or action involv- 
ing quite a bit of time and energy, 
that may be slowing up your work, 
or your employes' jobs. 

2. Break it down into the details. 
This means dissecting the parts of 
the job or procedure so each can be 
analyzed. An executive can draw up 
his own work distribution chart, Mr. 
Wolfe of the Bank of New York sug- 
gests. "Analysis of such a chart is 
worthless, however, unless the indi- 
vidual approaches it with an open 
and questioning mind/ 1 

3. Question each detail. At this 
point, you can ask such questions as: 
Is the activity and is each step net- 
essiu-y? Why? What is its real pur- 
pose? And what would happen if I 
stopped it? Where should it be 
done? Why? Could it be done else- 
where? Who should do it? Could it 
be done by a subordinate? When 
should it be done? Why? How often? 
How much checking am I doing? Is 
this much necessary? 

4. Develop a better way. Here's 
where ingenuity t times in. It will 
probably require consultation with 
and suggestions from others, and test 
runs to determine the practicality of 
the change and to make sure* quality 
is maintained. New methods might 
be achieved by eliminating steps or 
actions, combining functions, re-ar- 
ranging sequences, changing time, 
place or persons and using new facts, 
substitutes, procedures or tools. 

If the executive charts his activi- 
ties and finds, for example, that 
much of his normal day is consumed 
dictating letters, Mr. Wolfe sug- 
gests he* might ask himself: "Why 
do I dictate at all?" Though some 
letters must be dictated, others are 
of a stereotype* nature. "The ste- 
nographer need only fill in amounts 
or dates and facts and prepare the 
letter without taking dictation. Form 
letters or sample letters your secre- 
tary can copy might be a way to 
simplify your job " Mr. Wolfe points 
out 

"In some cases," he adds, "why 
write a letter at all? Why not tele- 
phone? In many eases, a telephone 
Call will give a customer quick, per- 
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EXECUTIVES 
CAN SIMPLIFY 
THEIR JOBS 



continued 
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sonal service that is more impressive 
and appreciated than any letter 
could be It saves time and money, 
when you consider the average busi- 
ness letter costs $1.50 to $1.70." 
5. Apply the improvement. "If you 
have done a good job on the first 
four steps, the fifth one will be ac- 
complished easily and naturally," 
says Professor Mullee. Work simpli- 
fication, he adds, must always he in- 
tegrated with company policy. Em- 
ployes will cooperate fully only 
when they feel their personal secur- 
ity isn't in jeopardy. So it's neees- 
sary to reassure employes they won't 
lose their jobs because of methods 
improvements, he adds. No one can 
guarantee employment; except the 
customer, of course, but every effort 
should be made to avoid personal 
insecurity, he urges. 

Besides seeking full participation, 
give credit, and standardize and fol- 
low up regularly to see that the im- 
provement is working, the professor 
advises at round table sessions. 

At Esso Research and Engineer- 
ing Company, one of the many com- 
panies to take advantage of these 
NYU roundtables, the work simpli- 
fication program is called operations 
analysis. After two years, the pro- 
gram is saving the company about 
$3 million annually, officials say, 

There is no actual training pro- 
gram for top executives, but they are 
interested in it and apply the prin- 
ciples where possible, a company 
spokesman said. For instance. Exec- 
utive Vice President E. Duer Reeves 
adopted a simplified business letter 
form with all elements flush left. He 
figures it makes a 10 per cent time 
saving in typing letters. 

To date, 118 company scientists 
and engineers, most of them super- 
visory personnel, have had work 
simplification training. Here are 
some ways the company has applied 
the training: 

A company-wide campaign to use 
dictating machines had reduced 
time spent on business correspond- 
ence by 60 per cent in some divi- 
sions. Before being persuaded to 
dictate letters, the men wrote them 
out in longhand for stenographers to 
type. Now they use either portable, 
dc>sk types or central recording units 
tied into the telephone system where- 
by a man can dial a special exten- 
sion and dictate a letter into the 
phone. 

The time devote*} to reading trade 
journals— of which there are now 
hundreds in the scientific field— has 
been cut down for Esso scientists 
and engineers by having certain 
members of a section review incom- 
ing periodicals and report main 
points of interest to others. 

Just as work simplification prin- 



ciples of standardizing, substituting 
and specializing are being applied at 
Esso Research and Engineering, the 
practice of batching can often be 
applied to jobs or work routines to 
cut time and cost. In one unit of a 
utility company, for example, man- 
agers found that data for a report 
on 250 trucks and cars was processed 
daily. When they questioned just 
when the data was needed, they 
found it could be issued monthly 
instead of daily. By picking a period 
of low activity in the month the 
work load in the department could 
be better balanced, too. Through 
batching the data and reporting 
monthly, the unit saved $4,000 a 
year. Professor Mullee reports. 

Lipton's Mr. Webster found 
through applying steps in the work 
simplification formula that a proce- 
dure under his direction could be 
changed greatly. It involved the 
regular purc hase of the fleet of com- 
pany cars, used mainly by the sales 
force. 

Formerly about 100 orders a year 
requesting money to buy the autos 
had to be approved by Mr. Webster 
and other executives. Further ap- 
proval was required of about 100 
purchase orders when the cars actu- 
ally were bought, and again when 
they were sold. After analyzing the 
situation and questioning the steps. 
Mr. Webster decided that since 
about the same number of new cars 
was bought each year, it wasn't 
necessary to give an okay on each 
new car. 

He decided that approval of ap- 
proximately 100 separate orders re- 
questing funds, and for purchase and 
sale of each auto, could be reduced 
to two blanket orders for buying new 
and selling old cars and the exact ex- 
penditures and receipts could be to- 
taled at the end of a year. 

Hundreds of man-hours of work 
for the chart department at Upton's 
were saved when the manager of one 
of four branch plants questioned a 
report and realized it was not needed 
The branch plants had been submit- 
ting cost data to the home office in 
Hoboken on a regular basis. Then 
the home office summarized this in- 
formation and sent reports to the 
branches so they could see how they 
compared with each other. 

In addition, much of the same 
information was sent out later in 
chart form. Since the branches al- 
ready had this information in only a 
little different form, it was decided 
the charts in the cost series could be 
eliminated. 

In scores of other organizations, 
hundreds of thousands of dollars are 
being saved through the five-step 
analysis of jobs and work programs 
to make them simpler. end 
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A new m an ag km k NT techniquk is enabling many companies to 
experiment with and test certain types of policy, procedure and organi- 
zation changes in much the same way an aeronautical engineer tests 
his design ideas in the laboratory or wind tunnel. 

The method, called System Simulation, is an outgrowth of war gam- 
ing techniques used by the military, and the paper trial method often 
used by systems and procedures specialists. Computers and recently 
developed probability tools have made it possible to utilize system simu- 
lation for experimentation with complicated as well as simple operating 
policies and procedures. 

Simulation is now being used to; study complex operating plans, or 
management controlling systems; train people in operation of complex 
tasks; gain acceptance of proposed changes through better understand- 
ing of how they will work or operate. 

Simulation may be applied to small, day to day problems or to com- 
plex management and industrial engineering problems requiring opera- 
tions research teams and computers. It often eliminates the need for 
costly trial and error methods of trying out a new operating concept 
on real people and machines. 

A problem which came up recently in a company which carries inven- 
tory in a nationwide system of rented warehouses shows how the simu- 
lation works. 

The Los Angeles manager of a company with home offices in the 
Middle West wanted an immediate change in the policy controlling his 
orders to replenish stock. 

Under the system which required ordering a fixed quantity at a fixed 
point, the manager ordered a replacement equal to 75 days of current 
sales whenever his stock-on-hand reached a level equal to 30 days of 
average demand. The Los Angeles manager wanted the policy changed 
to give him more protection against stock-out. He suggested that the 
order quantity should be increased to a 90-day supply which he was 
positive would give him better protection. 

The home office had three possible actions: It could arbitrarily say 
"no" — which it felt was the best answer; it could permit the proposed 
idea to be tried out and evaluated after some experience was gained; 
it could simulate what would happen if the suggested change had been 
in effect It decided to try the simulation approach. Consequently, the 
Los Angeles manager was asked if he would be willing to use daily 
sales data for representative products for the past year as a means of 
comparing what would have happened had his idea been in effect The 
manager was eager to prove his point in this way, so sales data, consid- 
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ered equivalent to demand data, were arrayed for a simulation of 1,000 
days of operation, 

A Simulation Work Sheet was set up and the 30-day order point, 
75 day reorder amount policy was first simulated. 

The Los Angeles manager then made a similar work sheet and simu- 
lated his proposed 90 day reorder quantity policy. Comparing the two 
indicated that t he manager's plan would improve customer service four- 
tenths of one per cent through less stock -out. Against this improvement 
was the fact that carrying the additional inventory would require 10 per 
cent additional warehousing space and that about 14 per cent more 
money w r ould l>e tied up in inventory. 

As a result the manager was genuinely convinced that his suggestion 
would not have produced results as good as those achieved with the pres- 
ent policy. He also had an interesting time and felt that he had learned 
why the policy was the way it was. The type of participation which 
the manager experienced is one of the distinct advantages of utilizing 
the simulation technique. 

This experience suggested a further thought to management: A sy* 
tematie study of other possible policies might easily produce a better 
policy than the one it was using. This led to an operations research 
study which developed new inventory procedures which improved in- 
ventory investment and customer service. After the study, simulation 
techniques were again used to explain and dcnmnslmte the results to 
operating management. Simulation proved a useful technique in im- 
parting a more complete understanding of the study and in gaining 
acceptance of the changes involved. 

The more dramatic* aspects of system simulation lie in its ability to 
reproduce the workings of systems of a larger scale. A symposium on 
system simulation sponsored by the American Institute of Industrial 
Engineers showed these uses, among others: 

Profit planning simulation. A television tube manufacturing company 
wished to explore ways of obtaining belter profit from its over-all opera- 
tions. The flow of product was studied throughout the entire system. A 
flow chart of material from the point of purchase through operations 
in manufacturing to transportation in the distribution system was made. 
This chart served as the basis for programing a computer. Such factors 
as changes in volume imposed by the changes in customer demand, 
changes in product mix from a scheduling point of view, changes in the 
number and location of manufacturing plants, changes in the method 
and pattern of distribution and storage, and different expected losses 
of product in the manufacturing process could be made in the program 
put into the computer* 

By studying those changes, it was possible to find out which factors 
were of the greatest sensitivity in producing profit and it was possible 
to experiment with possible changes in any of the factors indicated. 
Finally, the company feels that it has a realistic mechanism for plan 
ning and controlling its business system. 

Customer servicing. A simulation of functions of ticketing and baggage 
check-in at an airport was made to determine the number and type of 
counters required, the number and tasks of airline personnel needed to 
render a given level of service to customers. 

Data were collected concerning the frequency at which people ar 
rived and the kind of services and time they required. Then by assuming 
different facilities it was possible through simulation to rind out what 
methods would produce the best results. 

Airline maintenance. Here the question was to determine what was 
the best balance between manpower, facilities for maintenance, the 
schedule pattern for arrival and take off, the number of reserve aircraft 
and the maintenance plan (or operational policies). Traditional staff 
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System simulation 
deals with situations 
as unpredictable 
as a single toss 
of dice 
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a paper plan instead of 
real people and machine* 
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studies failed to bring out the effect that a program 
in one area of the company had upon another area, 
A study method that would study the total problem 
area was needed. 

A flow model of airplanes landing and going through 
the various possibilities of possible maintenance and 
delay, etc., was constructed and programed for a large- 
scale computer. This could be operated so as to simu- 
late two years of operation in but a few minutes of 
computer time. Now by changing various plans and 
policies it is possible to evaluate what set of conditions 
gives the best results in terms of manpower and equip- 
ment utilization and customer service. 
Bus terminal operation. The Port of New York 
Authority has studied many problems involving opti- 
mum utilization of facilities, such as toll booths, in 
the attempt to provide good service at optimum cost 

One study was undertaken to find out which design, 
or layout of loading platforms, would permit the best 
service at the least cost at the mid-Manhattan bus 
terminal. Each passenger entering a bus was simu- 
lated on a computer study and the effect of many 
different layouts was determined by the simulation. 
The layout, then, could be planned with the reassur- 
ance that existing facilities were being used to best 
advantage. 

Job shop scheduling. General Electric Company is 
using simulation to test new concepts and methods in 
production scheduling. Every production control man- 



ager knows that the methods, priority rules, and so on 
that he uses in discharging his scheduling job have a 
big effect on his company's utilization of men and 
machines and also upon how smoothly the production 
flows and serves the customer. 

General Electric is simulating factory operations to 
lest these decision rules that in effect build up into 
the scheduling system. Thc>se policies and procedures 
concerning machine loading, scheduling, and dispatch- 
ing are systematically tested in the laboratory and 
evaluated in terms of internal inventory cost, idle man 
and machine time, flexibility and cost of the sched- 
uling itself. In this way the trial and error method 
of actually trying out a new approach will be 
avoided. 

Central warehousing. Imperial Oil studied an ex- 
tensive distribution system composed of many hundred 
field warehouses in connection with an extensive ex- 
pansion problem. The flow of stock under various pos- 
sible combinations of facility plans was studied by 
simulation and costed. Results of this work were in- 
strumental in suggesting a central warehousing method 
of operation. 

Inventory and distribution are particularly complex 
and interrelated problems. They are also some of the 
most important problems in management today. It is 
understandable, therefore, that we find considerable 
activity in the simulation of various distribution and 
inventory problems- 



Making a simulation: how many repairmen are enough? 



System simulation generally employs what is called 
the Monte Carlo method, so called because it permits 
study of situations which are as unpredictable as the 
fall of dice or the number which comes up on a rou- 
lette wheel. A simplified example from the production 
side of a business will show how a simulation is made. 

A shop has 20 machines which run continuously 
for 24 hours per day. These machines break down 
from time to time despite preventive maintenance 
practic es. Four repairmen are on duty during each of 
the three shifts and the machines are such that only 
one repairman can work effectively on them at a time. 
There also is a fixed production requirement for each 
week. This makes it necessary to work overtime on 
Saturday to make up for any down time during the 
week. 

Sometimes more than four machines are down si- 
multaneously while at other times all repairmen are 
idle. Even more frequently three and two men are 
idle. The question is: Are four repairmen the proper 
number? 

An answer could be provided hy experimenting with 
the real men and machines. An additional man could 
be put on, and it would he possible to measure how 
much better machine utilization would be achieved. 
Then this could be weighed against the cost of the 
extra repair help, and a measure of improvement re- 
flected. After a while, the repair crew could be cut back 
to three men and the effects again be measured. How 
ever, this would be costly both in time and in money 
System simulation is a way of performing this experi- 
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merit in the laboratory. A simulation experiment using 
three repairmen requires some data already available 
from records concerning the running time between 
breakdowns and the elapsed time in making the nercs- 
sary repairs. First, the operations analyst advises 
there is one chance in 10 that a machine will break 
down in any given hour. Second, study of the neces- 
sary repairs discloses that 40 per cent of breakdowns 
require a half hour to repair; 30 per cent require an 
hour and so on. This data permits simulation of what 
would happen if various numbers of repairmen were 
used. Let's say the manager starts with three. 

To estimate how many machines will break down 
in a given hour of operation of the simulated system 
he refers to a table of random numbers that have been 
recorded by scientists for just such types of analysis. 
These in effect may be thought of as the record of a 
million throws at a wheeL Since there are 20 machines, 
each with a chance for a breakdown, he looks at 20 
numbers from this table, and arbitrarily says that 
number nine represents a breakdown. Note that there 
is only one chance in 10 of the number nine being 
read for each number looked at. 

If three number nine's appear among the 20 num- 
bers, he had three breakdowns in the first hour. 

The next question is, "How long do repairs take?" 

Using the random tables again, he chooses numbers 
to represent the varying lengths of repair time the 
different types of breakdown require. Since he already 
knows that repairs requiring a half-hour to fix occur, 
say, four times as often as repairs requiring two hours 
and twice as often as repairs requiring an hour and 
a half, he selects numbers in this same proportion. 

These 
numbers 
indicate 
V/2 hour 
breakdown 

1234567890 

These three repairs might be found to require 1, 
1 \/ 2l and V 2 hours respectively. 

He has now simulated one hour of operation of the 
man-machine system. He knows how many machines 
broke down in the first hour and how many man-hours 
of work will be required to repair them. 

This same method is continued until many such 
hours are simulated. 

As the simulation goes along troublesome situations 
will arise. In some time periods the manager will find 
that more work arrives than he can conveniently 
handle with his work force. He records the waiting 
time that is necessary due to this unlucky work load. 
This represents time which the machine was down and 
could not be worked on because the repairmen were 
all occupied on jobs that had arisen earlier. 

At this point he has simulated the operations of 
this greatly simplified management system in the 
laboratory. This has been done without disrupting 
the organization by adding or removing one employe 
and without waiting until working habits settle down 
so that a real live study would produce meaningful 
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Paper simulation of 
many hours shows: 

I i I 

Total time Total time Total waiting 
spent making repairmen time of down 
repairs were idle machines 



Simple calculation shows 




2 3 4 5 



THE AUTHOR, Donald G. Malcolm, is director 
of operations research for Booz, Allen & Hamilton, 
management consultants of Chicago, 111. In this 
capacity he has guided the development of system 
simulation activities in business and government. 
He is also one of the developers of the American 
Management Associat ion's Top Management 
Decision Simulation, which was described in 
the July, 1957, issue of Nation's Business 



continued 

data. He next performs simulations for two. four and 
five repairmen. Examination of these data will indicate 
how much he will gain in machine utilization through 
employment of additional repairmen. At this point his 
simulation is completed and he is in a position to put 
costs on the data in such a way as to make a lowest 
cost solution. 

Suppose that, considering the overtime and standby 
labor involved, the manager has ascertained that idle 
machine time costs $5 an hour. The regular repairman 
rate is s2."ji) an hour. Now with data available the 
manager can compute the cost per machine hour of 
operating with different numbers of repairmen. 

He can decide what number of repairmen will give 
hira the most efficient operation and in this case his 
decision is indicated quite clearly — he should change 
to three repairmen instead of the four currently used. 
He can also estimate the annual savings which th? 
most efficient number will give him. 

At this point, the manager of the affected depart- 
ment may have some ideas eon corning how he could 
get better results than indicated. He might, for ex- 
ample, suggest that giving priority to certain repairs 
could improve the machine utilization, or that pur- 
chase of more reliable machines would be a better 
course. System simulation can easily be extended to 
permit this manager to try out these ideas. 

Generally speaking, most big problems worth ex- 
ploring in great detail will be most efficiently and 
economically hand let! through use of an appropriate 
electronic computer. Even such a problem as the ex- 
ample above, when extended to include other eondi 
Hons, can be explored more efficiently and quickly if 
performed on an electronic computer. 

However, many simulations, particularly where the 
objective is to provide training, do not require the use 
of a computer. Such companies as Westinghouse 
Electric Corp., General Electric Company and the 
Rand Corporation are using simulations, only slightly 
more complex than the one illustrated at the beginning 
of this article, to train their inventory people in prob- 
lems of operating and providing satisfactory stocks 
in their distribution system. 

Success in using simulation will come only through 
experience in assembling adequate data and in under- 
standing of the many mathematical and statistical 
problems that are involved in constructing a feasible 
and economical model. 

Those considering full-stale models as aids in the 
decision making area should engage in smaller projects 
at the beginning. A training simulation is often a good 
project to undertake first. This will prevent certain 
disillusionment and make fo M a more meaningful re 
search program.— Don a Lp C Malcolm 



SOURCES for further information about the new 
planning tool, System Simulation, include; 

The Society for the Advancement of Management. 
74 Fifth Avenue, New York II, N Y. 

International Headquarters of the Systems and Pro- 
cedures Association of America, 1463 Penobscot Build- 
ing, Detroit 26. Mich. 

The American Institute of Industrial Engineers, 
I In North High Street, Columbus, O. 
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Short cuts with Recordok Microfilming 

Latest reports on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business * , . thousands of concerns 
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BRINGS AGENTS UP-TO-DATE 

APPLETON, WISC, 

How to get data on 600,000 policy record cards to it* 44 agen- 
cies was a problem for Aid Association for Lutherans, world's 
largest fraternal insurance society. 

Retyping was out of the question— too slow, too expensive. 
Investigation showed Recordak could do job fastest at, lowest 
cost. Cards were run through a high-speed Recordak Microfilnier 
—completely accurate copies made even from cards on colored 
stock, from curds 50 years old. Then Recordak \s Film Processing 
Center produced 3x5 prints, on double weight paper, directly 
from the microfilm records. Now p new agents have complete 
records on every policy held in their territory, and the others 
have up-to-the-minute details. 




SPEEDS HANDLING OF DEALER PAYMENTS 

FORT MADISON. IOWA 

It used to take t he W. A. Sheaffer Pen Co. 14 man-hours daily 
to balance payments from dealers and prepare cash journal 
sheets. Now payments are handled in less i han 5 hours. New 
system made possible by Recordak Microfilming substitutes 
a film record of remittance papers for cash journal sheets. 
This also speeds Credit Department work — lets them check 
past receipts immediately in Recordak Film Reader. In addi- 
tion, Recordak Microfilming cuts filing space and improves 
internal control. 




LENDS WINGS TO BOOKKEEPING 

NEW YORK, N. Y. 

You can call on Mercury Service Systems for prompt pick-up 
and delivery of anything ranging From aji envelope to an ele- 
phant. Its 300 messengers handle some 2500 jobs per day in 
servicing 8000 steady accounts in greater New York area. But 
billing is no problem now that delivery receipts are photo- 
graphed in a Recordak Mierofilmer and sent out with bill. 

This ends need for a description and lining ol" * uch charge. 
Only the ticket totals go on bill. Result: Mercury saves more 
than 200 hours monthly, and customer questions are answered 
in advance by sending the microfilmed tickets back. 



HOW YOU CAN PROFIT, TOO 

Chances are Recordak 
Microfilming is now 
simplifying routines in 
a company same size 
as yours, same busi- 
ness as yours. Mail 
coupon for free booklet 
giving typical case his- 
tories and details on 
Recordak Mierofilmer? 
priced as low as $550. 
No obligation. 

Priri" Mibjm to chujigo 
without notice* 




*Rmrdak" i> a trademark 



[Subtidiory of Bast man Koda! Company) 
originator of modern microfilming—* 
now in its 3Qth year 



* * ■ • • • • MAIL COUPON TODAY • . i 

RECORDAK CORPORATION 
416 Madison Avenue. New York 17. N, Y. 
riwtaft aend free copy of "Short Cuta that Save Millions 
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Changed conditions cause a switch 
in demands from shorter workweek 



American business facksa new 
threat to the free enterprise econ- 
omy and to management's duty to 
manage responsibly. 

New labor demands eaJl for a 
union voice in management which 
could lead to union control of prices, 
profits and production, and in effect 
also make unions the bargaining 
agent for stockholders, customers 
and salaried personnel as well as for 
union members. 

This new a I tack on business and 
management operations follows the 
decision of top labor leadership to 
shift bargaining emphasis, for the 
present, from the long-heralded 
shorter workweek to higher take- 
home pay. 

It is being led by Walter R Reu- 
ther, head of the afl-cio Economic 
Policy Committee, who jn postpon- 
ing a showdown on the shorter work 
week demonstrated his adeptness at 
gauging public opinion and his hope 
to throw industry off balance by 
shifting his attack. 

Mr Reuther no doubt sensed that 
he lacked public support for shorter 
hours in these times. He probably 
hopes that including something for 
the consumer in the 1958 wage de- 
mands will get more of the public 
on his side. 

This new Reuther plan is another 
in a long list of ideas which the 
tamer Socialist Party member has 
advanced over the years in his climb 



to the presidency of the giant United 
Automobile Workers and the old 
cio. (See "Business Looks at Walter 
Reuther," Nation's Business, 
October 1957.) 

The plan, recently presented to 
the Big Three automobile manu- 
facturers, calls for splitting three 
ways the earnings before taxes in 
excess of 10 per cent of net capital. 
The split, at the end of each year, 
would be: one fourth among all em- 
ployes who do not share in executive 
bonuses; one fourth among con- 
sumers in a year-end rebate, and 
one half to the stockholders and ex- 
ecutives. 

This demand tops a package 
which includes a general wage in- 
erease and costly enlargement of 
benefits in addition to the proposed 
establishment of joint labor-man- 
agement committees to study the 
shorter workweek and the impact of 
automation and technological ad- 
vances. 

While the profit-sharing idea 
would give the union a voice in 
profits, profit distribution, cost to 
consumers and compensation of ex- 
ecutives, Mr, Reuther also wants, 
through the joint committees, to Ih i 
consulted about such management 
responsibilities as levels of employ- 
ment, plant relocation and decen- 
tralization, and production sched- 
uling. 

The package of haw demands 



has been denounced as revolution- 
ary and inflationary by the heads 
of General Motors, Ford and Chrys- 
ler, whose three-year agreements 
with the union expire about June 1. 

The progress and the outcome of 
wage negotiations, which don't ac- 
tually begin in Detroit until April, 
will be Watched by all business be- 
cause of the tendency of new wage 
practices established in the automo- 
bile industry to spread to other in- 
dustries. 

Harlow H. Curtice, president of 
General Motors, branded the new 
Reuther plan as a radical scheme 
foreign to the concepts of our free 
system. 

Ernest R. Breech, chairman of 
the board of Ford, condemned the 
uaw demands as unrealistic. He 
said Mr. Reuther is demanding the 
power not only to bargain for his 
union members but also to negotiate 
dividends for stockholders, compen- 
sation for management and prices 
for customers, 

Mr, Reuther* s views must, never- 
theless, be carefully weighed. Mr. 
Breech warns, "because of the tre- 
mendous and unprecedented union 
monopoly power he wields," 

L. L. Colbert, president of Chrys- 
ler, said Mr. Reuther seemed to be 
trying to increase still further his 
monopoly power by again insisting 
that part of managements job be 
turned over to him. 

Mr. Reuther gives two reasons 
for shifting his tack from shorter 
hours to more pay: First, workers' 
purchasing power must be increased 
to reduce what he calls a gap be- 
tween our production and consump- 
tion capacities; second, we must 
mobilize our economic and produc- 
tive power to catch up with Russia. 

"Greater leisure, for the time be- 
ing, can wait," he says. 

Mr. Reu ther's change of strategy 
seems to confirm the conclusion of 
economists that, in today's economic 
climate, the issue of shorter hours 
means a choice between: 

► Lowering our standard of living 
by working less and producing fewer 
goods and services at higher cost. 

► Or continuing to improve our 
living standards by producing more 
and having more at lower cost. 

We cannot have both more goods 
and more leisure, they say, unless 
the loss in work time is more than 
compensated for by an increase in 
the output per man -hour of work. 
In any event, any reduction in hours 
would reduce the amount of goods 
which would otherwise have been 
available if there were no reduction 

No one will argue against the 
human desire to work fewer hours. 
But who, today, wants to work less 
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if it means he will also have fewer 
of the things he needs or wants? 

The tense international situation 
and puhlic urgency to catch up with 
Russian technology, the decrease in 
business activity, the inflation prob- 
lem, the desire of workers to earn 
more and have more, and the pros- 
pect of a labor shortage in the 1960*s 
contributed to labor's doubts about 
shortening hours at this time. 

Not long ago, afl-cio President 
George Meany told union econo- 
mists that labor was determined to 
win shorter hours with no cut in 
p;iy, and that they must be won 
through collective bargaining — the 
most i mpo rt a nt weapon — rather than 
through legislation. 

Last month, at the AFL-CIO con- 
vention, Mr. Meany revealed his 
own doubts about reducing working 
hours. He pointed to Russia's devel- 
opment of nuclear weapons and long- 
range ballistic missiles as an omi- 
nous threat to our security. He urged 
convention delegates to help alert 
the country to the need for building 
up our military strength. 

Mr, Reuther. with an eye for prop- 
er timing, has shifted back and forth 
on the shorter workweek question. 

In early 1953, with international 
tensions still high nt the end of the 
Korean war. Reuther forces at the 
uaw convention successfully de- 
feated a resolution to seek a 30-hour 
week. They accused communists of 
inspiring the proposal in an effort 
to impair our national defense and 
lower our standard of living. They 
pointed out that, with less work, less 
was produced; that the compelling 
need was for more goods to satisfy 
wants rather than more leisure. 

In 1955, having won supplemental 
unemployment benefits as an alter- 
native to a guaranteed annual wage, 
Mr. Reuther proclaimed labor's 
next bargaining objective to be a 
shorter workweek with no loss in 
take- home p;iy. Later he talked 
about a four -day week, with even 
more pay than for five days, and 
the biggest wage increase in the 
union's history. 

More recently, however, he began 
talking about our being jarred out 
of smug complacency by Russia's 
launching of a space satellite; he is 
critical of a slackening in the rate of 
economic expansion since 1953 as 
holding down our standard of living; 
he pleads for more schools, high- 
ways, housing, hospitals; he says 
workers must get more pay to in- 
crease purchasing power. 

You could see the shift in empha- 
sis coming when Mr. Reuther began 
saying that lalx>r would get shorter 
hours "as our technology makes 
shorter hours possible." 

"We in the labor movement be- 



New Push 

Divide earnings before taxes 
in excess of 10% of net capital 





stockholders 
and 
officers 




Delayed 

Drive for shorter workweek 
which economists say 
would bring-... 



FEWER 
GOODS 



MORE 
LEISURE 




HIGHER 
PRICES 



NATION'S BUSINESS • FEBRUARY 1958 



71 



NEW LABOR ATTACK continued 




I 



Answers to three questions point to 
reasons for switch on shorter hours 



Iieve that the length of the work- 
week is not a matter in which we 
can dictate or which management 
should be permitted to dictate/ 1 he 
said. "The level of our technology 
is the only thing that can dictate 
the level of our work hours." 

Then, some weeks ago, the uaw 
president said he had no basic dis- 
agreement with a statement by Sec- 
retary of Labor James P. Mitchell 
that shorter working hours must 
come in an evolutionary way and 
that any shortening which reduces 
our productive capacity and stand- 
ard of living is not desirable. 

While watching these develop- 
ments, management is asking three 
important questions: 

► Do unions and workers really 
want a shorter workweek? 

► What will it cost? 

► What are the economic implica- 
tions? 

From new evidence and trend in- 
dications we can get a fairly good 
idea of what the answers may be. 
Let's examine them: 

First: Do unions and workers; 
really want a shorter workweek? 

The indications are that workers 
prefer to work more to earn more 
money to buy more of the things 
they want — rather than work less 
and have less. 

In Akron, where rubber plants 
are on a six-hour day, six-day week, 
more than 25 per cent of the work- 
ers hold two jobs rather than enjoy 
more leisure. 

A Census Bureau study shows 
that between 1950 and 1957 the 
number of workers with two jobs 
nearly doubled — from L8 million 
to 3.5 million — as opportunities for 
extra jobs increased. 

In two public opinion polls, work- 
ers expressed rather strong opposi- 
tion to a four-day week. 

Management suspects that labor's 
real objective is to win a shorter 
standard week of less than 40 hours, 
but to continue working 40 hours 
when business conditions permit, 
with, hours between the lower stand- 
ard and 40 being paid at time and a 
half premium overtime rate. There 
is little doubt that most workers like 
more overtime. 

Eventually, of course, cost pres- 
sures would force companies to elim- 
inate premium overtime pay and 
adopt the shorter workweek even in 
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peak periods. This would have the 
effect of slowing the economy's 
growth. 

"Aside from the workers' desire 
for their paid holidays and paid 
vacations there is no evidence in 
recent experience that workers want 
shorter daily or weekly hours/' 
George Brooks, research director of 
the International Brotherhood of 
Paper Workers, told an afl-cio 
conference on shorter hours. In fact, 
he said, most workers complain 
about not getting enough overtime 
work. 

The International Association of 
Machinists dropped demands for a 
35-hour week made on some air- 
craft companies two years ago be- 
cause, union sources said, the avail- 
ability of overtime on a 40-hour 
week lessened pressure for the short- 
er workweek. The workers wen* 
looking for overtime pay. 

More recently, i am leaders an- 
nounced the 30-hour week with no 
lass in pay as a major bargaining 
objective. Yet, just a few weeks ago, 
when the iam announced its 1958 
bargaining goals in aircraft and 
missiles plants, it omitted any ref- 
erence to shorter hours. 

The package of various iam de- 
mands adds up to an increase of 
about 26 cents an hour, including a 
general increase of six per cent 
(about 13 cents). Since the iam 
and uaw work closely together in 
aircraft and missiles, where both 
unions have bargaining rights, the 
iam package has been construed as 



Waiter Reuther's decision to put off 
demands for a shorter workweek may 
have two effects on the issue: 

L It may throw the showdown on 
shorter hours into the laps oi the 
United Steefworkers and the stee} in- 
dustry, whose three-year contracts ex- 
pire next year. 

2. It may result in a different 
approach to the question of reducing 
hours oi work. 

There is no agreement among wnrk- 



an indication of what the uaw will 
probably be shooting for in the 
automobile negotiations. 

Actually, labor contracts or laws 
do not limit the number of hours 
worked (except in such matters as 
women and children and hazardous 
work). They usually specify the 
maximum number of hours which 
can be worked before overtime pre- 
mium must be paid, with manage 
ment having the right to schedule 
whatever number of hours it wants. 

There is no magic in a 40-hour 
week, although the national average 
is about that because it is the stand- 
ard week — before overtime must be 
paid — under the federal wage- hour 
law. In many plants in many indus- 
tries, employes work on scheduled 
weeks of less than or more than 40 
hours. In some industries, such as 
automobiles, where production fluc- 
tuates, the scheduled number of 
hours is more than 40 hours in busy 
times and less in slack periods. 

Leverage for a 35-hour week could 
come through congressional action 
to reduce the 40-hour provision in 
the federal wage-hour law, although 
when Congress put the 40-hour rule 
into effect in 1940 it already had 
become fairly widespread in in- 
dustry. 

Labor is supporting bills intro- 
duced in the Senate and House a 
year ago which would reduce the 
40-hour provision of the wage- hour 
law to 37 1 / 2 hours in two years and 
to 35 hours two years after that. 

Second: What will a shorter 
workweek cost ? 

Even John L, Lewis, who has 
fought hard for shorter hours for 
his coal miners, recognizes the cost 
factor. He told his last United Mine 
Workers convention: 

"The question of the six-hour day 
is one of cost. . . . When you reduce 
the day from eight to six hours it 



rrs or unions on how they want to take 
greater leisure if they achieve it* 
whether in a shorter day, fewer days a 
week, longer vacations, more holidays, 
etc. (See "Unions Ponder Work Time 
Cuts," Nation's Business, January, 
1957.) 

Whereas Mr. Reuther has been talk- 
ing about a four-day week, planning 
inside the United Steelworkers has 
been in terms of an extra three-month 
vacation every five years. 
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How decision affects shorter hours fight 



means a 25 per cent increase, at 
least, in costs. 

"We have to consider the facte of 
life. If you want to stop eating so 
much and loaf more, we can get you 
the six-hour day." 

The following table shows what 
the increase in hourly cost will be for 
an employer who is paying, say, $2 
an hour, and who agrees to shorten 
the workweek below 40 hours while 
maintaining current weekly earn- 
ings, under two different situations: 
l f where the employe actually works 
only the shorter scheduled hours; 
2, where this same employe puts in 
overtime at time and a half to com- 
plete a 40-hour week. 



Workweek 
reduced to 

37.5 hours 

36 

35 

32 

30 



Increase 

(1) 

13 cents 

22 

28 

50 

66 



Increase 

m 

20 rents 

33 

43 

75 

99 



Third: What, are the economic 
implications of the shorter work- 
week demand? 

This boils down to having more 
or having less; improving our stand- 
ard of living by producing morr 
goods through higher productivity, 
or lowering it by drawing on the 
productivity increase to get more 
leisure rather than more goods. 

I/iwer output with higher pay 
will inc rease costs, force prices up. 
increase consumer demand for fewer 
good** — all inflationary pressures. 

Frank Highton, General Electric 
Company economist, shows in this 
formula the three basic elements 
which together determine the level 
of output: 

Output Hours x Employment x 
Productivity 

Change any one of these four 
components and you change one or 
more of the other three* 

"For a given level of output 
Mr. Highton points out, "you have 
a given level of hours, employment 
and productivity. To increase out- 
put, or the amount of goods you 
want, you have to increase hours, 
or employment or productivity, or 
a combination of them. 

"And, if the workweek is short- 
ened, output will decrease, except 
as you have offsetting increases in 
employment or productivity." 

Hours of work have been reduced 
in various ways ( shorter days, few- 
er days a week, more paid holidays, 
more vacation lime* over the years 
as the rise in productivity (about 
two to three per cent a year on the 
long-run average > en;* tiled the econ- 
omy to grow and provide us with 
more goods and services. 

But, economists have found, the 
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NEW LABOR ATTACK 

continued 

gains in productivity have, in the 
past, been divided about 60-40 be- 
tween higher real wages f being able 
to buy more with an hour's pay) 
and more leisure (fewer hours of 
work ) . 

Despite the current rise in un- 
employment, which is still relatively 
low at about 3.3 million, manpower 
experts are forecasting a tight labor 
market until 1965* when the big 
crop of war babies enters the labor 
market. 

Secretary Mitchell says that, even 
with a 40-hour week, If) million 
new workers will have to enter the 
labor force between 1955 and 1965 
— 1 million a year— to fulfill the 
needs of our booming population. 
Reducing the number of working 
hours will increase the demand for 
manpower even more or lower our 
capacity to fulfill those needs. 

An economist took 1956 figures 
on wages, hours, employment, gross 
national product, and profits and 
figured out what the impact would 
be if the country went on a four- 
day week tomorrow That is, if 
working hours were suddenly re- 



duced 20 per cent. On manpower, 
there would be a need for 15.5 mil- 
lion more workers, but only 5.8 mil- 
lion would be available from the 2.6 
million unemployed and 3.2 million 
who had jobs but were on vacation, 
sick, or not at work for other reasons 
when interviewed by the Census 
Bureau. 

Of course, counting on them would 
hardly be practical, because some 
idleness always exists while people 
are changing jobs, often voluntarily 

Almost 10 million more workers 
would have to he drawn into the 
labor force from among women, 
older persons and others who today 
are not seeking work. 

The cost in higher wages, if work- 
ers are given the same pay for four 
days as they have been getting for 
five days, would be about $47 bil- 
lion a year; if they have to work 
the fifth day at time and a half to 
maintain the gross national product, 
it would cost almost $90 billion 
more in overtime pay, making the 
total extra cost about $137 billion. 

The significance of these cost fig- 
ures becomes more apparent when 
one considers that total corporate 
profits in 19-56 were $43.4 billion 
before taxes, $21.5 billion after 
taxes. end 
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Americans do not respect scholar- 
ship, science; poor teaching is a result 



interests. I doubt if they have high- 
est quality workers or facilities. 

But in one thing Russia is far 
above America. Science matters to 
them. Education ranks high. In 1936, 
along with many others over the 
years, 1 pointed out the relative 
numbers of scientists and engineers 
being trained in Russia and in the 
U, 8, It was already clear that the 
host students at each schooling level 
were encouraged and subsidized to 
go on. 

Not only were they given re- 
sources — they also had incentive. 
In terms of personal welfare, a sci- 
entist was about as well off as any- 
one, not only materially but psycho- 
logically. He had the prestige and 
admiration we reserve for athletes 
and entertainers. 

We have good scientists in all 
fields in the U. S, and they are well 
supplied with resources. It was per- 
haps true until recently that we were 
mostly applying basic science dis- 



coveries made by Europeans; but 
now many of Europe's best srien 
tists have come here and we have a 
good crop of our own. Still the pic- 
ture is not all bright. 

Many Americans don't really re- 
spect science or scholarship. To be 
called "professor" is almost an in- 
sult, and certainly "egghead" is in- 
tended to be one. 

What would you recommend? 

Obviously support must be built 
up in this area, in the social and 
psychological sciences. Certainly 
support 'sheer financial support) 
has been seriously behind what it 
was even in the biological area and 
there it is just a fraction of that in 
the physical sciences. On the other 
hand, it is also true that much of 
the money in physical science is for 
development, so that the imbalance 
in pure research is not so great. 

A few years ago the American 
Physiological Society started a 



74 



NATION'S BUSINESS - FEBRUARY 195* 



study, supported by I he National 
Science Foundation, on the status of 
physiological science in this coun- 
try. The results will soon appear in 
a book, ''Mirror to Physiology." It 
includes much information about re- 
search for biological versus physical 
science and some distressing findings 
about science education in this 
country. 

What is the major conclusion? 

Some major conclusions of the 
study are what everybody is now 
saying. The study of biology has 
been rising in the high schools and 
colleges, not because youngsters 
want biology, but because they're 
afraid to take physics, mathematics 
and chemistry. Biology is watered 
down until it's a sort of personal 
hygiene. Even in rural high schools 
there may be little effort to observe 
living things, let alone to under- 
stand how they work. 

How widespread is this kind of 
ineffectual teaching? 

Very widespread. 

In the public school system? 

Yes. In the high schools teaching 
is commonly by teachers who have 
had no science, to students who have 
not been fired by it, for periods too 
short for any laboratory work, and 
without facilities even for good dem 
onst rat ions. It's pretty bad. 

Would you say this would be true 
not only of biology but other sub- 
jects? 

Science in general. I want to add 
one thing. We hear a great deal 
about students dropping out be- 
cause of insufficient resources. Fifty 
per cent of the students who are in- 
tellectually qualified to go to college 
did not get there. 

Why is this? 

Mostly it is assumed to be for 
lack of money, but I think lack of 
motivation may be even more im- 
portant. Even able youngsters who 
could scholarships or raise funds 
in some other way, say, "Why 
should I go to college just to In- 
come a longhair?" Bad! 

How do we overcome that? 

You've got to change basic atti- 
tudes by Operation Bootstrap. A 
few really good people will attract 
other good people and eventually 
the imagination of the people is 
fired. 

Do you have any ideas on some* 
thing imaginative that this coun- 
try might do to regain face with 
the world? 

I don t think we've lost face with 
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We are now beginning to learn how an or- 
ganism builds proteins, other molecules 



the world simply because Russia 
got a Sputnik up first although 
Russia has certainly demolished our 
claim to be in a different scientific 
league. Our whole attitude toward 
the rest of the world has often been 
shortsighted. But how to capture 
the imagination of the world? Let 
me give you an example: 

Before the Iron Curtain fell, 14 
of us went on a mission to Czecho- 
slovakia. Paul Dudley White was 
the chairman. It cost a few tens of 
thousands of dollars. The Unitarian 
Service Committee raised some and 
unhra supplied the rest. We stayed 
three months. The Russians had 
been there, the Chinese had been 
there, the English had been there, 
others had been there, and here 
were some more Americans. The 
Czechs' attitude was "What do you 
want from us?** We said "We don't 
want anything, we came to help/* 
They said, in effect, "Oh yeah?" For 
about two weeks there was a stand- 
offishness. 

But we were telling the truth, we 
didn't want a thing from them. We 
came to bring knowledge and instru- 
ments from which they had been 
cut off. We brought books and drugs 
and good will and we left them 
there. We talked with colleagues 
and soon were on a first name basis. 
They found that we did know what 
we were talking about. By the end 
of the summer, we were the most 
important thing in Czechoslovakia. 
The only time in my life I've been 
a real vip. Some of us went walk- 
ing in the countryside 50 miles from 
Prague on a Sunday afternoon and 
villagers we met called us by name: 
they had seen our pictures in the 
papers so often! The prestige of 
America was indeed high, 

This was before Czechoslovakia 
went under the Iron Curtain? 

A year or so. I sometimes think 
our visit was one of the reasons the 
communists felt they had to move. 

We have spent something like $60 
billion in various forms of aid, 
and yet we don't really seem to 
have many real reliable friends or 
much influence. How do you ex- 
plain this? 

A little money in hands and 
through channels that are genuinely 
trying to do something will haw a 
great effect, A large amount of 



money went out under our own 
petty strictures or was used by 
bureaucrats or actual grafters in the 
recipient countries. 

Do you feel that we need a more 
ambitious program of exchanging 
scientists, perhaps even with the 
Russians themselves? 

They know everything that we 
do. Our science is by and large open; 
they get our journals, they translate 
them into Russian; in Czechoslo- 
vakia I learned thai a couple of my 
books had been translated into Rus- 
sian. Little of the Russian work is 
translated into English. 

Do you think we need it? 

Of course we need it. As long as 
they can build on what we do, plus 
what they do, and we build on what 
we do, who's going to be ahead? 

What are the future prospects in 
the behavioral sciences? The kind 
of things that, if we did a little 
bit more, we might achieve? 

Let me answer first for biology. 
For decades we have studied body 
and food substances and how they 
are broken down. Now we are tack- 
ling the problems of synthesis. We're 
beginning to learn how the organism 
builds proteins and other important 
molecules. Soon we will know how 
to make them. We are learning how 
chlorophyll makes food; getting con- 
trol of diseases in animals and 
plants as well as humans. Maybe 
test-tube babies won't be too far off. 
Organ transplants are almost prac- 
ticable. 

Is there any possibility of brain 
transplants? 

That I don't see for a long time, 
because nerve fibers must be cut 
and we haven' I yet learned bow to 
make those regenerate on the cen- 
tral nervous system But important 
steps are being made here, too, and 
when regeneration in the brain is 
possible who knows"!* 

All sorts of specific drugs will be 
developed. The psychoactive ones 
are just beginning. The tranquilizers 
were first, but there will be lots of 
others, influencing performance and 
temperament. When the right neural 
units are altered, particular behav- 
ior changes will occur. We have a 
large research project trying to sep- 
arate schizophrenia into its eom- 
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ponent diseases; to find what really 
goes wrong, and if this is always 
the same thing: when tho units of 
behavior are identified and can be 
measured — as factors of intelligence 
— it will become possible in a sense 
to get an ability fingerprint of a 
person. Individuals could then be 
guided into appropriate activities. 

This always sounds ominous- 
regimentation, with everybody in his 
niche. But actually if people can be 
helped into the thing for which they 
are really fit, they will be happier 
and more effective and there need 
be no coercion. More generally, 
there is certainly going to be a 
breakthrough in the control of hu- 
man behavior, in various ways— 
whether it will be used wisely or 
unwisely is another question. 

Does the edge that Russia has now 
scare you, or do you feel that 
somehow we can close the gap? 

I do not think we should be pes- 
simistic. We have been blindly com- 
placent and must be grateful to 
Russia for bringing us back to re- 
ality, and not only because of a 
war threat. I am not unafraid of Rus- 
sia, because a gun is always danger- 
ous and < ;m ^'rt into irresponsible 
hands. But I also fear fatty degen- 
eration of our own moral fiber and 
suggest a slogan for us— "double 
chins up/' Perhaps this is America's 
time for blood, sweat and tears. 

How do you reconcile our great 
progress in the sciences of biology 
and psychology with the national 
uneasiness which we seem to 
have? 

Let me answer this not in pro- 
fessional terms. We've got so much 
in material resources that we don't 
really have enough to do in life. We 
don't have goals that really matter. 
Being comfortable and making 
money are nice, but they are hardly 
sufficient. 

America needs to lift its level of 
aspiration and to get on with the 
job. We must toughen our education 
and see to it that our best young- 
sters are motivated and supported 
to carry on to the highest levels. 
They are needed in all phases of 
civilized existence; in business as 
well as the professions; in the hu- 
manities and fine arts as well as the 
sciences; and in biology and medi- 
cine, in psychology and social sei- 
ence, as well as in physical science 
and engineering. 

Finally, one can hope for a time 
when all efforts in all aspects of hu- 
man achievement in all countries 
will be? treasured for their total con- 
tribution to the good of mankind, 
rather than in terms of national con- 
flict. END 
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EMPLOYES' 
IDEAS EASE 
PROFIT 
SQUEEZE 

Plan shows how to find and develop work- 
er suggestions to increase firm's net income 




Employes' ideas can be an ef- 
fective weapon against the profit- 
squeeze. The problem is how to get 
at them. 

Sylvania Electric Products Inc., 
has solved this through a definite 
10-year-old program completely 
formalized, through which ideas for 
improving operating efficiencies and 
thereby making more profits are 
solicited, submitted, evaluated, acti- 
vated and followed through to com- 
pletion. They call it the Profit 
Improvement Program. 

This program is something more 
than the standard suggestion sys- 
tem. Sylvania has that, too. But the 
suggestion system is primarily for 
hourly wage workers. The Profit 
Improvement Program is designed 



for supervisory level employes, from 
the shop foremen right up to top 
management. 

Under the suggestion system, the 
hourly wage employes are given 
monetary rewards for their success- 
ful ideas, provided the ideas fall 
outside the scope of their normal 
jobs. 

Under the Profit Improvement 
Program, all ideas are acceptable 
as long as they contribute to prof- 
its, whether inside or outside the 
scope of the supervisor's normal 
job. Under an established company 
policy, no monetary rewards are 
given for pip ideas. Sylvania reasons 
that by the time a person has reached 
a supervisory position, he presum- 
ably is interested in the profits of the 



company. Besides, says Don G. 
Mitchell, Sylvania board chairman 
and company president, a certain 
percentage of a manager s salary is 
paid for "just thinking/* He is ex- 
pected to come up with ideas, think 
of ways to improve profits. 

The Profit Improvement Program 
provides him with a definite, organ- 
ized way to bring the ideas into ac- 
tuality. It is here, too, that it dif- 
fers from most suggestion systems. 
That is, the program is highly or- 
ganized and actively pushed — from 
top management down throughout 
its four basic phases. These are: 

1. Origination of the profit im- 
provement idea. 

2. Evaluation of the idea and 
profit improvement. 

3. Assignment of the idea for 
carry -out. 

4. Follow up and report. 
Success of the program depends 

almost entirely on the backing it 
gets from top management at the 
corporate, division, and plant levels. 
Management pushes it actively 
through letters, news sheets and per 
sonal trips to the field. An amazing 
thing about the program, they say, 
is that one idea for making more 
money always seems to turn up an- 
other, so there is never a vacuum 
of profit-making ideas. 

Not only does the corporate- level 
management give the program a 
push, but the same happens all 
down the line. Sylvania is decen- 
tralized to a high degree and each 
division is judged on iLs profits. 
Therefore, if a division manager or 
a plant manager has a profit im- 
provement project that is lagging, 
he has a good reason to give it a 
nudge to get it moving. 

Management doesn't just wait for 
profit improvement ideas to come up 
the line, either. Each November 
top managers in a plant or division 
get together and decide on a goal 
for profit improvement. 

This goal may be based on how 
well the division did the year before. 
For instance, one of the largest divi- 
sions of Sylvania realized that, be- 
cause of rising labor costs, rising 
costs of materials and other factors, 
it had to increase its profit on sales 
about $10 million on pip projects 
just to remain where it was the year 
before. 

In all promotion of the plan, the 
company stresses that this is a pos- 
itive program to make more profits 
— not a negative effort to cut costs. 
Mr. Mitchell stresses the difference 
between cost-cutting and profit-im- 
provement: 

"Theoretically, the purpose of an 
economy drive is to promote greater 
efficiency hut that purpose quickly 
gets lost in the confusion because 
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everything in striking distance gets 
economized. It misses the entire 
point because it beclouds the main 
issue with n thousand trivial ones. 
It ignores the basic fact that you 
make money by spending money in- 
telligently." 

At Sylvania the positive approach 
works like this: 

Origination of the idea* A plant 
foreman may have an idea which 
will increase the productivity of one 
of his machines. Although he knows 
the modification will be expensive, 
he believes it will more than pay for 
itself. Under the formal program he 
will feel free to make his suggestion 
if it satisfies five conditions: 

1. Has a specific goal. 

2. Involves some specific action. 

3. Progress can be scheduled. 

4. Results can be measured and 
attributed to the action taken, 

5. Produces a tangible improve- 
ment in profit over current opera- 
tions for the company as a whole. 

Having satisfied himself that the 
proposed change qualifies under 
these five guides, which are designed 
to take projects out of the realm of 
intangibles, the foreman jots the 
idea down on a scrap of paper. In 
fact, as a part of the regular promo- 
tion of the program, foremen arc 
supplied with small memo-calendar 
hooks with special blank pages for 
Pie ideas. 

An important point here is that 
the foreman feels free to suggest. 
He isn't afraid that the boss will re- 
gard constant suggestions for ways 
to improve as meaning that he is 
dissatisfied; instead he knows that 
suggestions are expected from him. 

Equally important, he knows ex- 
actly who is the profit improvement 
coordinator in his plant or depart- 
ment. There is at least one coordi- 
nator in each plant and sometimes 
large plants have several men acting 
as coordinators' contacts. The co- 
ordinator's job is usually in addition 
to other duties. 

Right at this point under less or- 
ganized programs, the idea might 
die. But the Sylvania program pro- 
vides a definite course of action for 
an employe with an idea* 

Evaluation of the Idea. The profit 
improvement coordinator receives 
the idea, makes a formal entry of it, 
showing the originator's name, and 
with a profit improvement commit- 
tee, studies the idea to s<*e whether 
it is practical. 

Usually the coordinator is an on- 
ion and, si nrc most of the ideas 
re in the field of mechanization, is 
a good position to make an initial 
valuation. Also, after a prelimi- 
iry estimate, he has to have cost 
(continued on page H2 f 
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A year ago. businessmen from more than 800 
communities took part in the National Chamber's 1957 
Aircade for Legislative Action. They voted ii 
"one of the most interesting, informative and useful 
business events of the year.'* 

By request, by demand, the National Chamber is putting 
on a 1958 Aircade. It will cover new territory. The 
entire program will be new, 

In February, a flying team of legislative experts will 
visit the 12 cities shown on ihe map. In each city, 
the National Chamber will conduct an all-day 
Congressional Issue Clinic, in cooperation with the 
local Chamber of Commerce. 

You are cordially invited to attend one of these Clinics 
and to participate in the program. This is what 
you will get out of it: 

1. The Congressional Issue Clinic will bring you a 
close-up picture of what Congress is doing and planning — 
it will give you information you need, and can get 
in no other way; 

2. It will give you an opportunity to discuss important 
legislative issues affecting your business, to ask questions, 
to analyze the issues, and to lind out what they are 
;ill about; and 

3. It will show you ways in which you. as a businessman, 
can make your views on legislative proposals fell 
more effectively in Washington. 

aircade for legislative action 

Look over the map, pick out the Congressional Issue 
Clinic most convenient for you to attend, and plan to 
be there. For detailed information, write to the 
Chamber of Commerce in the city where the Clinic 
of your choice will be held. 

CHAMBER OF COMMERCE OF THE UNITED STA 
WASHINGTON r>. D. C. 
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One proposal saves $2,000, and 
provides better quality product 



accountants or other financial people 
estimate the cost of the modification 
and the savings that would probably 
result. The amount of savings, ]ess 
the cast of the modification, is con- 
sidered the profit improvement This 
is just a yardstick, of course, but each 
project is given a profit improvement 
figure. Periodically, then, top man- 
agement can estimate the amount of 
profit improvement resulting from 
the program. 

The program does not subtract 
from its dollar totals the adverse ef- 
fects of labor, material and overhead 
increases; only the plus [actors are 
recorded. 

Using such figures as a yardstick, 
Mr. Mitchell recently said, "From 
a company -wide standpoint, our 
Profit Improvement Program, oper- 
ating on a day-after-day basis, 
throughout the organization will 
reach $60 million on an annual basis 
by the end of this (1957 ) year. That 
is the highest level we have ever at- 
tained. I certainly will concede that 
many of these projects would have 
happened whether we had a profit 
improvement program or not, but all 
of us are convinced that this profit 
improvement philosophy has con- 
servatively more than doubled the 
improvement we normally would 
have been able to expect." 

Assignment for carrying -out. Once 
the coordinator and committee are 
convinced the idea deserves a trial, 
it is assigned to the person or depart- 
ment best suited to carry it out. The 
coordinator and committee have 
such authority. 

The coordinator might assign the 
foreman's idea for modification of a 
machine to the machine shop since 
the shop would be best equipped to 
complete it. The shop would then 
become responsible for seeing that 
the modification was completed, or 
proved unwise. 

Follow-up and report. Periodically, 
the machine shop would report to 
the coordinator on the progress of 
the modification. The progress re- 
port is added to a standard form, 
which gives the names of the de- 
partment responsible for all projects 
in the plant, their descriptions and 
numbers, the originators of the ideas, 
percentage completed, estimated an- 
nual profit improvement and esti- 
mated completion dates. 

If the project is abandoned for 



any reason, that is reported, too. Cir- 
culation of the master-list of proj- 
ects underway in the company gives 
all the foremen and managers a 
chance to see what is being done 
in other plants as well as their own, 
and what other people are thinking 
of in terms of profit improvement. 
This tends to build up a feeling of 
friendly competition among divi- 
sions, plants and departments, Mr. 
Mitchell says. More important, it 
gives everyone a chance to see if 
some project is being developed 
which will be of use to him. 

Summaries of these plant-wide 
progress sheets are passed on up 
through the 11 divisions which in 
turn pass them up to the corporate 
level and to the profit-improvement 
coordinator at company headquar- 
ters. Mr. Mitchell and other mem- 
bers of top management get reports 
on the outstanding ones. 

A notation of a successful profit 
improvement idea is made in the 




originators personnel file so, even 
though he receives no monetary re- 
ward, his idea definitely serves as a 
plus factor when he is considered 
for promotion. Some divisions award 
a letter of merit to the originator of 
a profit-making idea. 

All the ideas become the property 
of Sylvania. Technical employes, 
when they first come to work for the 
company, sign a statement that all 
patentable discoveries they make 
while working for the company be- 
long to Sylvania. 

Mr. Mitchell was the leader in 
forming the Profit Improvement Pro* 
gram shortly after World War II, 
when Sylvania, like other com- 
panies, faced staggering cutbacks in 
wartime orders. He formed a com- 
mittee to see how the company could 
expand rather than shrink from its 
wartime size. From the committee 
the present program evolved in 1948. 

As an example of some of the 
profit improvement projects, Mr. 
Mitchell recalls that in one plant a 
push to make better use of materials 
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ian 550 suggestions 
from 800 employes in three months, 
more suggestions than the plant had 
received in the previous two and a 
half years. Many of these sugges- 
tions were duplications and not 
usable. But enough of them were 
applicable to bring about substantial 
savings over a three-month period. 
Interestingly, showing that the pro- 
gram is broader than cost-cutting, 
an additional five employes were 
token on to run this program at a 
time when a normal reaction might 
be to let people go. Concentrated 
PIP effort saved $50,000 in material 
over the period. 

At another plant, individual plas- 
tic bags and cylindrical cardboard 
boxes were used to ship the tiny 
grid wires used in receiving tubes. 
Mr. Mitchell says, "The boys found 
that they could use anti-tarnish 
paper, save $2,000, but even more 
important, provide the customer 
with a better quality product at no 
increase in costs." 

He adds, "In one of our lamp 
plants a group of new machines cost 
about $500,000, hut this project 
was approved on the basis that it 
will pay for itself in less than three 
years through greater efficiencies 
and increased production. There is 
a clear-cut case of not being able 
to afford not to do something/' 

Profit improvement projects that 
amount to more than $50,000, or for 
some reason warrant top manage- 
ment recognition, are placed in the 
Executive Profit Improvement Pro- 
gram, which is designed to enlist the 
support and attention of division 
and corporate management for their 
fol low-up. 

Mr. Mitchell makes a strong point 
of having a profit improvement pn> 
gram when he notes that, in the fu- 
ture, the nation's work force wilt not 
be large enough to produce the goods 
and services we will want. 4 'Greater 
productivity will have to come from 
rinding better ways of doing things 
throughout the organization. That 
means new ideas, and more new 
ideas, and translation of those ideas 
into action. 

"Everyone of us will have to push 
his ingenuity a little harder and dig 
a little deeper for better ways of 
doing things. An isolated cost re- 
duction here and there will not be 
the answer. A coordinated, com- 
pany-wide, positive approach look- 
ing ahead one year, five years, 10 
years is the only solution/' end 

REPRINTS of "Employes' Ideas 
Ease Profit Squeeze" may be ob- 
tained {or 10 cents a copy or $6.75 
per 100 postpaid jrom Nation's Busi- 
ness, 1615 H St. ZV.W., Washington 
6. D. C\ Please enclose remittance. 
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You can ask 

creative 

questions 



Curiosity, properly guided, is 
spark that sets off new ideas 



The desire and will to learn is essential for a 
business executive or for anyone who would be a 
leader. A strong sense of curiosity, coupled with a 
well developed capacity for questioning, is vital to 
creative thought of any kind. 

Like any other art, learning to ask useful and 
worth-while questions is best accomplished by acquir- 
ing at least some understanding of the aims and 
methods of questioning and a large amount of practice 
in the techniques. 

Much of this needed learning could, for an adult, 
be better classified as re-learning. It involves meth- 
ods that you probably used instinctively as a child. 
According to Dr. John Arnold of Stanford Uni- 
versity, the average four-to-six-year-old asks 400 
questions a day. This, says Dr Arnold, is "the time 
of your life when you learned at the highest rate 
possible." 

This questioning attitude is lost largely through the 
indifference and unwillingness of parents, school 
teachers and classmates to put up with "silly kid 
questions/' An adult, through constant exposure to 
the school of success that says, "Never show what you 
don't know/* is usually afraid to ask questions. Some 
of this fear is undoubtedly the fear of sounding foolish 
in asking a question. Some of it may come from lack 
of practice. The successful questioner needs to know; 

► When to question. 

► The techniques of questioning. 

► Kinds of questions to ask. 

► How to put questions to work. 

► When to stop. 

Actually it is only through questions that a person 
can learn. Only by questioning other people's thoughts 
and asking questions of your own mind can you hope 
to uncover new theories, new ideas and new combina- 
tions of thoughts that will lead to new and better ways 
of doing things. 

It is good policy to question yourself first. Your 
own experience and knowledge, if properly acquired, 
are probably as good as other people's. 

You start questioning others when you run out of 
answers yourself. 



There is an important difference between the ques- 
tions of idle curiosity and what the late Albert Ein- 
stein called the "driving spirit of inquiry 1 ' of the true 
creative person. The questions asked by such a cre- 
ative person are not usually asked — nor can they be 
answered — lightly. So in trying to build your own 
questioning ability, keep in mind that it is somewhat 
like taking setting-up exercises. If you take them 
half-heartedly, just now and then, little good will re- 
sult. However, everyone realizes that such exercises 
taken for a purpose can do wonders. In the same way, 
purposeful use of questions can work wonders for 
your imagination and your general thinking abilities. 

When to question 

Generally speaking, there are four times in any 
problem-solving sequence when it is important to 
ask questions: 

When you are trying to define or uncover a prob- 
lem. In business, as in medicine, symptoms can often 
obscure the real disease. 

When you are collecting information relevant to 
the problem. When faced with a problem you ulti- 
mately have to work with the information you have. 
But you should have as much as you can get. Ques- 
tioning is a means of getting it. 

When you are gathering ideas that may offer pos- 
sible solutions to your problem. 

When you are evaluating your ideas or alternate 
courses of action to select a possible solution to try. 

Questioning should be almost a continual process 
throughout a problem -solving effort. The questioning 
and the answers obtained provide the bricks and 
mortar with which you build your solution to the 
problem. Not enough questions can start you off on a 
skimpy foundation. 

Techniques of questioning 

An executive who is trying to develop an efficient 
questioning technique, could do much worse than 
study the pros— writers, newspaper reporters, scien- 
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tists, research people. These people make their livings 
out of asking questions that uncover usable informa- 
tion and, at the same time, indicate what the next 
question should he. 

In his hook, "Applied Imagination," Alex Osborn 
describes a U. S. Army question technique, applied 
during World War II to "the operations of all arsenals, 
motor- maintenance shops, and many other war-pro- 
duction installations." 

The queries officers were trained to ask themselve s 
were actually based on the old news reporting stand- 
by, "Who, what, why, when, where, how?" The Army 
questions: *%. Why is it necessary? % Where should 
it be done? 3. When should it be done? 4. Who should 
do it? 5. What should be done? 6* Mow should il 
be done?" 

Before going into some of the operational specifics 
of questioning, let's set up the framework within which 
we will do our questioning. 

The creative questioner must develop a type of 
dual personality: he must not only participate in the 
creative act; he must also be able to reserve at least a 
part of his mind to being a spectator. He must bo able 
mentally to step out of the problem from lime !o I inl- 
and watch the big picture. Efficient questioning calls 
for an occasional look at the road ahead thai the in- 
volved self will soon be traveling. Only in this way 
can you avoid bumps, ruts, blind alleys, and other 
traps that, can dissipate both your questioning time 
and your energy. During the time you are actually 
involved, your mind will probably be too busy smooth- 
ing out bumps and filling in ruts to pay much atten- 
tion to the road ahead. 

This holds true of any creative endeavor: The proc- 
ess requires both involvement and detachment, but 
neither should suffer because of the other. Instead, 
you should try to keep continually shifting bark and 
forth. You must mentally involve yourself in a prob- 
lem, then mentally step back and see what you have 
accomplished, much as an artist puts paint on 1 hi- 
canvas, then backs off to sec the effect on the total 
impression of the painting. 

Another way of stating this theory of efficient ques- 
tioning would be to suggest that you ask questions 
first to establish the big picture of your problem: its 
boundaries, limitations, history, and general charac- 
teristics. Once this is established, you can step back 
and look for the area that seems to offer most im- 
mediate possibilities for attack. 

Gradually, and with your big picture constantly in 
the back of your mind, you reduce it into a series of 
smaller detail pictures about which you ask detailed 
and specific questions. It is probably a good idea not 
to try to zero in on details too soon. If you do, you 
may miss something important in the over-all picture. 
Furthermore, if you begin asking questions to pin 
down details before policy is clear, you may end up 
wasting a great deal of time. A shift from an assumed 
policy could make all your detail decisions obsolete 
or even wrong. 

The serious questioner also gets an assist from a 
not generally known mental function. The Gestalt 
school of psychology refers to this function as the 
principle of closure— the efforts of the mind to clow, 
or complete, an incompleted figure or pattern. A simple 
manifestation of this principle in operation can be 




Ask speculative questions 
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observed by watching the average doodler. If he 
should, for example, doodle out a series of parallel lim- . 
then cross them with even one line at right angles, 
chances are he will then go on to complete the pattern 
by cross-hatch ing the entire design. If he should 
start a spiral drawing, almost inevitably he will com- 
plete the entire spiral before letting his pencil proceed 
to other patterns. If interrupted, he will, at the first 
opportunity, go back to complete the pattern that 
has been set up in his mind. 

All this, of course, usually involves subconscious 
thinking, but it does demonstrate the operation of 
the mechanism. 

In using this function of closure, it is important 
only to remember that it is there and that it is opera- 
tive. When you begin to ask questions about any- 
thing, your mind becomes sensitized to the missing 
elements that will complete the pattern. As long as 
you can avoid developing a fixation about one par- 
ticular missing element (to the exclusion of others 
that may also be missing), your mind can work with 
you in indicating the direction your questioning 
should take. 

Kinds of questions to ask 

No mere listing of questions will, of course, cover 
all the problems and interests of any particular busi- 
ness executive. However, there are general types of 
questions that can suggest, at least broadly, what may 
be productive avenues of inquiry that you can follow 
in pursuing your problems. 

Ask about what is around you. These questions will 
largely concern the which, the what, and the how of 
things, Such questions help you uncover problems 
or opportunities. As examples: Questioning your 
present methods may lead to elimination of unneces- 
sary operations or simplifications of your procedures. 
Asking about working conditions can lead to improved 
safety measures or elimination of some accident haz- 
ards. Such a simple question as, "How can we reduce 
waste on this particular manufacturing operation?" can 
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CREATIVE QUESTIONS continued 




9 9 

Ability grows with practice 



often lead to more profitable production throughout 
the plant. 

Maintain a healthy skepticism. Ask questions about 
the why of things to keep yourself ( and others) from 
getting into ruts. This category of questions can, of 
course, make you highly unpopular with certain types 
of people because it forces them to think. Frequently, 
a "why?** challenge to an accepted procedure can 
uncover the fact that the only reason for doing some- 
thing a certain way is that "We've always done it 
this way/' If that "always" covers a period of more 
than six months, a whole salvo of questions may then 
be in order to establish whether or not this is still the 
best way to handle that particular problem. It may 
be that it is — but if you question it, then you know. 

Ask when and where. In business, timing can often be 
crucial to the success or failure of a venture. Mar- 
keting, sales, and advertising efforts are especially 
vulnerable to mistakes in timing . . . and just as sus- 
ceptible to help through good timing. Timing, of 
course, includes termination of an effort as well as 
initiation. Asking "where?" is logical for a new plant 
location, and just as logical about new markets; new 
sources of raw materials; even the location of a new 
water fountain in the shop ("Where are the largest 
number of workers located? . . . Where does the traffic 
flow? . . , Where are the present water pipes? . . . 
Where are the drain pipes? Considering these, just 
where is the best place for the water fountain?"). 

Learn about personalities. The acceptance or rejec- 
tion of any new idea, or new method of doing things, 
depends largely upon the people involved, So is the 
degree of success in carrying out an order. So ask 
about the "who" of things — "Who will have to ap- 
prove this?— What are his likes, dislikes, strengths, 
weaknesses?" "What are the qualities we need in a 
man to handle this operation? — Who comes closest to 
having those qualities now? — Who could be trained?" 
Probably every executive believes in Harriman Hill's 
advice, "Never do anything yourself you can get 
someone else to do for you," but if you hold the re- 
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sponsibility for success or failure on a venture, you 
should be concerned with questioning the "who" of 
things. 

Ask speculative questions. Don't be afraid to indulge 
in fantasy with your questions. Speculation is what 
gives you bold new approaches to problems or estab- 
lished methods. William 0. Uraneck, of the Ford 
Motor Company, suggests ust? of what he terms trigger 
questions in his courses on creative thinking. These 
are speculative questions that he throws in after stu- 
dents have been working on a problem— just about 
the time they feel they have all the answers. Typical 
questions that can trigger entirely new and fresh 
approaches include: "What if the size of the organi- 
zation were < hanged?" "What if the organization con- 
sisted entirely of women?" "What if the incentives 
were changed to nonmonetary forms?" "What ideas 
would you suggest if the workers were children— or 
if the workers were all from foreign countries?" Fre- 
quently the answers to such questions can be applied 
to the actual problem either as is, or with slight modi- 
fication, and will, in fact, be better than the answers 
previously worked out through more conventional 
questioning. 

Putting questions to work 

Different types of problems call for different types 
of questions. Here are four checklists of questions 
that more or less cover the four principal times you 
should pay special attention to your questioning: 
Questions that define or uncover problems: In his 
course in Creative Design, which he conducted for 
several years at mit, Prof. John Arnold advocated the 
use of questions like these to uncover new possibilities 
for product improvement: 

"Can we increase the function? Can we make the 
product do more things? 

"Can we get a higher performance level? Make 
the product longer lived? More reliable? More ac- 
curate? Safer? More convenient to use? Easier to 
repair and maintain? 

"Can we lower the cost? Eliminate excess parts? 
Substitute cheaper materials? Design to reduce hand 
labor or for complete automation? 

"Can we increase the salability? Improve the ap- 
pearance of the product? Improve the package? Im- 
prove its point of sale?" 

If the answer to such questions is "yes," or "pos- 
sibly," you may have a real opportunity to apply some 
creative thinking. 

Questions that get facts: One of the country \s most 
successful new product companies uses a 56-qucstion 
checklist to make sure it has the facts before commit- 
ting itself too deeply on a new idea. These are typical - 

"Can we sell it? Is there a market now?— if not 
can one be developed? Is it compatible with present 
products? Selling price all right for expected market? 
Consumer education needed? 

"Can we make it? Sources of required materials'* 
Do we have personnel in the company to manufacture 
it now? Need for technical staff to develop?^to 
manufacture? Do we have machines to make it? 

"What investment is required?— to develop?— to 
market? Cost to prove product (capital needed be- 
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fore first sale)? Distribution costs? How soon will it 
pay its own way? 

"What will the product be like? Size? Weight? 
Handling properties? Perishable? How will we trans- 
port finished product? Can related products be de- 
veloped? 

"How will we sell it? Present sales force? — new 
sales organization? What kind of sales promotion 
necessary? Manner of merchandising?" 

If the answer to *ny of these questions is unfav- 
orable, the standard follow-up question is then. "Can 
we change this situation 9 " 

Questions that lead to ideas: In his textbook, "Ap- 
plied Imagination," Alex Osborn lists more than 70 
types of self-interrogation questions which, he claims, 
can lead the way to ideas. Here is a cross-section: 

Put to other uses? New ways to use as is? Other 
uses if modified? 

Adapt? What else is like this? What other ideas 
does this suggest? What could I copy? Whom could 
I emulate? 

Modify? New twist? Change meaning, color, mo- 
tion, sound, odor, form, shape? Other changes possible? 

Magnify? What to add? More time? Greater fre- 
quency? Stronger? Higher? Longer? Thicker? Multi- 
ply? Exaggerate? 

Minify? What to subtract? Smaller? Condense? 
Lower? Shorter? Lighter? Omit? Streamline? Split up? 

Substitute? Who else instead? What else instead? 
Other ingredients? Other process? Other power? 

Rearrange? Interchange components? Other pat- 
terns? Other layout? Transpose cause and effect? 
Change pace? Change schedule? 

Reverse? Transpose positive and negative? Turn 
it backward? Upside down? Reverse roles? 

Combine? How about a blend, an alloy, an assort- 
ment, an ensemble? Combine units? Purposes? 
Questions that lead to decisions: Some departments 
of the U. £>. Navy use a 10-point checklist in evaluat- 
ing new ideas. These points apply equally well to 
many nonmilitary business decisions: 

L Will it increase production— improve quality? 

2. Is it a more efficient utilization of manpower? 



? ? 




* ? 

Is there a better way? _ 

? ? 



3. Does it improve methods of operation, mainte- 
nance, or construction? 

4. Is it an improvement over the present tools and 
machinery? 

5. Does it improve safety? 

6. Does it prevent waste— conserve materials? 

7. Does it eliminate unnecessary work? 

8. Does it reduce costs? 

9. Does it improve present office methods? 

10. Will it improve working conditions? 

If the answer to any of these is 4 'yes," then you've 
got a constructive idea, says the Navy, 

Incidentally, using some such prepared checklist of 
questions is a handy aid to helping yourself acquire 
the question-asking habit. By using a question-check- 
list on routine problems, you may be able to force 
yourself to explore areas you might otherwise miss. 
Don't, however, let a checklist become a routine tool 
that you use without imagination. 

When to stop 

Just asking questions is not going to accomplish 
anything for you or your company no matter how 
sound and meaningful the answers. Eventually, you 
reach a point where you have to stop asking and 
start doing. Common sense is the best guide in de- 
ciding when this point has heen reached. However, 
consider these suggestions: 

Before you start your questioning, know what it is 
you want to find out This will help you recognize 
it when you get it. 

Stop probing when the answers begin to repeat — 
when you are no longer learning anything new or us- 
able as a result of your questioning . 

A modification of this suggests that you stop when 
the return in information and ideas is no longer worth 
the investment in time and effort. 

Always conclude with one final question: "Have I 
overlooked any sources Of new answers?" 

It is important for any business executive to re- 
member that a questioning spirit can be of value 
throughout an entire business organization. No ex- 
ecutive should make the mistake of believing that he. 
or his contemporaries on the same level, are the only 
persons capable of creative or progressive thinking. 

There are many documented cases of ordinary pro- 
duction workers suggesting highly successful ideas. 
The executive who rebuffs questions, or who dis- 
courages questions by subordinates, runs a risk of 
shutting himself off from either a new idea or what 
would ultimately be a profitable line of investigation. 

Therefore, the executive's own questioning ability 
should serve to set the example for the organization. 
When your workers find out that the boss really is 
interested in new ideas, new challenges, new and 
better ways of doing things, you may begin to enjoy 
totally unexpected benefits. 

But, as Heraclitus said, 14 You will never find the un- 
expected unless you are looking for it" 

— Joseph G. Mason 

REPRINTS of ''You Can Ask Creative Questions' 9 
may he obtained for 15 cents a copy or $10.15 per 100 
postpaid from Nation's Business, 1615 H St. N. W., 
Washington 6, D. C. Please enclose remittance. 



NATION'S BUSINESS • FEBRUARY 1958 



87 




WORK WITH 
LESS 



^TENSION 




The Harrer 66 helps ease stress and 
tension. Precise hand wheel conrrols tit 
this chair to your body. Deep, molded 
foam rubber seat is gently rounded to avoid 
irritating and harmful pressure under 
your knees. Have a 66 fitted to you and 
start feeling "alive" at the end of the day. 

Write for free book, 'Posture Seating 
Makes Sense." We'll send name of 
your nearest Harter dealer. 
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24 HOUR IE1VICI 

YOU CANT BUY A BETTER 
PHOTO AT ANY PRICE I 

Mil DlLlvttT ANY WHIM IN U.S. 



Write or Phone 
k For Compiete Prit* U*t 
7- 0170 

[UANTITY PHOTOS, rue 



5509 SUNSET BLVD. 
HOLLYWOOD 2 8 , CAUf . 
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PRINTS POSTAL CARDS 

Amazing New Advertising Machine! 

L»rn how (jumn^ae* art now hooetlrLtf pales to 
spite of conditions — with ad message* — 
printed on »overnin*rit cwwt^si with amaitnir | 
n*fw patented CARDMAtTER. <i«jiraniwrl ■ 
Ave yt-ari. Low pri**— sold direct. SEND NAME 
fnr FREE illuwtrsled booV of money-m»ktn_ 
ideas end complete unique advertising punn, 
Sfind your numf today to CAM DIM A STER CO.. r 
1*20 Sirairrtjdf Avenue, Dept. 9-B, Chkefo 4& t ill. 




MINIMIZE YOUR RISK continued from page 45 



i 



Personnel can be used much more 
efficiently than is usually the case 



much more mileage can we get out 
of the assets we have right now?" 

Examples of ideas that can evolve 
from cultivating this attitude are all 
around us. One company saved the 
expense of erecting a new office build- 
ing by setting up a mezzanine around 
three sides of its old headquarters. 

Another — a food processor — had 
planned to lease extra office space 
because it needed more accountants 
to provide management with imme- 
diate cost figures. Instead, a sugges- 
tion to make double use of existing 
space led it to hire a night crew of 
cost clerks, avoiding the need for 
added quarters. These workers come 
up with the previous day's cost fig- 
ures by 11 o'clock each morning, 
thus giving management a service 
that no daytime staff crould match. 

Similarly, every piece of equip- 
ment, from a belt sander to an office 
duplicating machine, may have idle 
time when it could be contributing 
to profit. And existing product lines 
can sometimes be adapted to an in- 
finite variety of new customer needs, 
as one precision casting company 
recently found. 

This industry has long accepted 
the verdict that its finely cast parts 
were too costly for much use outside 
of military work. But a visitor from 
Belgium now reveals that his casting 
company — having insufficient gov- 
ernment business to rely on — has de- 
veloped hundreds of profitable com- 
mercial applications by studying the 
needs of many industries for precise 
component parts. 

Personnel, too, can be used far 
more efficiently than is usually the 
case, 

A leading maker of women's com- 
pacts and accessories found that its 
production supervisors were spend- 
ing only a small part of their time 
on getting goods made. What with 
hiring new help, responsibility for 
transporting finished goods to the 
warehouse, planning and scheduling 
of products from their line, mainte- 
nance of equipment, and training for 
new procedures whenever change- 
overs occurred, these men were jacks 
of all trades. Obviously, nothing was 
done very well. 

Over the protest of these foremen, 
the company established a separate 
scheduling group and distributed 
most of the other auxiliary functions 
to appropriate departments. The pro- 
duction men were told to concen- 



trate on fast, efficient, economical 
manufacturing. 

Result: This group of supervisors 
goes home less tired, enjoys better 
heal tli, and has cut cost of goods 
sold by 1 1 per cent. 

Even more elementary as a way of 
making each employe count for more 
is the elimination of the "late start 
—early quit" habit. 

"By just stressing the fact that 
work begins right at starting time 
and that the wash-up period before 
quitting time is five minutes, rather 
than 15 or 20, we have added meas- 
urably to the efficiency of this office/' 
one office manager says. 

Doing more with what you have 
doesn't always preclude the adding 
of new assets. In some cases, the 
two go hand in hand. 

A prominent maker of trucks has 
cut invoicing time 95 per cent by in- 
stalling an automatic typewriter to 
fill in repeated data. Other aids — 
such as plant music to combat nerve- 
wearing noises, and better-reading 




courses to help office workers— are 
also worth careful study as ways of 
doing more with the space, equip- 
ment and people you have. 

Challenge to executives 

Now what of the problem of devel- 
oping executives who can blend cau- 
tion with genuine leadership? 

For one thing, the company that 
wants to be prepared for change will 
look for a new quality in determin- 
ing the promotability of executives: 
the talent that Research Institute 
of America has termed "big picture 
skill"— the ability to see all of that 
chain reaction we call a business, 
rather than just one segment of it. 

Any number of research directors, 
sales executives, production man- 
agers, have fallen short of the suc- 
cesses they might have had because 
they were unable to understand how 
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their operations related to the in- 
vestors who were looking for a return 
on capital, Important as it still is 
for a shoemaker to stick to his last, 
the sharp division of executive labor 
that prevailed in the earlier part of 
this century is inadequate today, A 
man must see his own responsibility 
as skillful completion of a specific 
task in the way that will contribute 
most to a general accomplishment. 

But this characteristic must be 
combined with another that is sel- 
dom considered: courage — a die- 
hard determination to avoid easy 
alternatives and to preserve an in- 
tegrity of managerial approach. 

How will this kind of executive 
help provide an answer to the mod- 
ern dilemma? How will he react to 
the requirement for business deci- 
sions that are at once dynamic and 
conservative? 

Faced with an important problem, 
a businessman can attack it in one 
of three ways; 

► With bold strokes based on quick 
hunches and personal opinions. This 
rugged individualism is no longer 
allowable as a general practice. 

► By looking around, sounding out 
the opinions of others, advancing a 
tentative, contingent suggestion that 
serves an immediate personal end. 

► By analyzing thoroughly, forming 
a considered opinion, proposing it 
boldly regardless of its popularity, 
using the views of others only as 
checkpoints, rather than as crutches. 

This last method is the positive 
answer to the challenge of a sterner 
business situation, 

It doesn't ignore the need for 
greater carefulness than business 
once required; but it invokes the far- 
seeing thoughtfulness of the chess 
player, rather than caution for its 
own sake. In business, as in chess, 
long deliberation does not prevent 
an inventive strategy. 

Instead of relying on conformists, 
the business with a future is the one 
that rewards its intelligent and re- 
flective innovators. 

New as today's set of problems 
may be, the fact of change is a peren- 
nial one. Every era brings its own 
group of special circumstances. Com- 
panies which recognize the new con- 
ditions before it is too late are the 
ones that adjust and survive. 

The time to recognize the mid- 
century's new business odds is here. 

— Charles A. Cerami 

REPRINTS of "Minimize Your 
Business Risk" may be obtained for 
10 cents a copy or $675 per 100 post- 
paid from Nation's Business, 1615 
H St. N. W.. Washington 6, D, C. 
Please enclose remittance with order. 




WOMEN MEMBERS? 



Women? Of course our local Chamber of Commerce wants 
them to join. In fact, the enthusiastic support of business- 
women in the area makes the Chamber an even more basic 
part of the fabric of the community. Many progressive 
Chambers have a Women's Committee which draws up 
and sticks to a busy and valuable program. The ladies often 
work with teen-agers- -organize style shows before school 
opens, check on traffic safety measures so that children 
run the least possible risk on their way to school, organize 
after-school activities to keep the youngsters interested 
and occupied. 

In other Chambers, women members work right along with 
the men on the regular program. They seem to learn about 
local government in a shorter time than the menfolk, and 
their suggestions for civic improvement carry a lot of 
weight in committee decisions. 

Yes sir, we appreciate our women members and want more 
of them. The feminine touch, no matter how light and 
dainty, is essential to making the town a better place in 
which to live and raise our children. We want them to 
join us and to give us the kind of help only they can give. 



'Rte'Bog 



Speaking for 
your local Chamber of Commerce 
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HOLDS ATTENTION 
OF WORLD'S 
BIGGEST BUYER 

. . . the American home- 
maker. She likes a Shaw- 
Barton Calendar , . . she 
hangs it . . , she sees it and 
uses i c every day. She's re* 
minded 365 days of the 
product or service you sell. 

Yet a Shaw- Barton Calen- 
dar helps you keep her 
sold at less than a pttmy 
ptr week. 

Ask your Shaw- 
Barton represent- 
ative to help you 
get profitable 
returns from 
Calendar Ad- 





SHAW-BARTON 

&&*ula% and Spec/ally CUwutu^ty 

SALES OFflCf S IN PRI N C 1 PAL CHI IS 
GENERAL OrtlC£S AND PLANT. COSHOCTON. OHIO 



OUTLASTS 

Ordinary Brushes 

3tot. 




Sock 



27 Styles and sizes to choose 
from — fully guaranteed. Write today. 



M MILWAUKEE DUSTLESS BRUSH CO. 

l£)J 530 N. 22nd St.. Milwaukee 3. Wii 



/ Executive 
/ Trends 



Management problems that hear watching 

National, regional and local meetings planned for the coming 
months provide a measure of current executive interest. Checks 
disclose lively, growing interest in a number of areas: increasing 
the efficiency of salesmen in a period of heightened competition 
and buyer resistance, new product planning, cost reduction methods, 
finance and finance controls, changing profits and break-even 
points, and implications of new union demands. 

>On balance, the interest gauge shows that many companies are focusing on 
immediate problems related to the leveling of business, putting less emphasis 
on peripheral or long-range problems. Despite this shift, the memberships 
and registrations of training organizations are rising, not dropping. 

Higher ups more interested in lower downs 

That's how one management, expert describes the accelerating con- 
cern of top management in the function and efficiency of the first- 
line supervisor. The point made by many training and develop- 
ment people is that too much of industry's effort has been directed 
to the top level or middle manager. Now this effort is being chan- 
neled into training of supervisors — because of the supervisor's 
critical role as a bridge between management and the rank-and- 
file workers, and his vast influence on such factors as worker morale, 
plant efficiency and internal communication* 

^Personal selling power is another skill which many firms are striving to 
build. It's important because many salesmen— and top managers, too—have 
never worked through a period of economic pressure such as the one we are 
experiencing now. Toughening-up clinics for salesmen are being conducted 
—on the theory that the market is still there—if s just harder to sell. 

Management know-how defeats isms 

Amid pressures for more extensive U. S. spending for aid to foreign 
nations, it's important to keep in focus the kind of assistance which 
pays the biggest dividends. In many cases it's know-how, not dol- 
lars. Evidence: A training consultant for a large French auto 
manufacturing concern studied management practices in this coun- 
try, then returned to France to set up miniature programs patterned 
after the kind he had seen here. He says that at the start of his 
program 80 per cent of the company workers and 70 per cent of the 
supervisors were Communist Party members. By the end of the 
year not one supervisor was a Communist Party member and far 
fewer workers were enrolled in the party. 

►77ie thing that made the difference, the Frenchman says, is that he saw 
for the first time in America— and was able to incorporate in his company* s 
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trninint oroiram-mutual understanding of management-tabor problems. 
H ^ "peWenf ehas Z» ****** »/ ote * """^ 

JL cZi'sV. S. industry's « for *. Si**** «»*« « « ^ 
deterrent of socialism here. 

Your stake in the European Common Market 

More and more company planners are including the European 
Common Market in their assessment of market growth poss.bihties. 
A national meeting on the implications of the Common Market for 
U " industry 2 be held in New York this month, w,th four 
European experts scheduled to speak. The quests Amencan 
businessmen are asking include: What w,ll the new market be hke? 
How will it affect our exports? What kind of investment should 
we make in it now? Most analysts see the opportunities raised by 
the Market as far offsetting any dislocations in our overseas trade 
which it might bring. 

>The Common Market concept will spur European interest W our produc- 
Zn, distribution and moment teenies. The = the Marke ,dea 
is designed to broaden European industry, step up mter-naUon trade, and 
sharply accelerate soft and hard goods consumption a/on^ the Amencar, 
mass market lines. 

Technics — a new approach to better management 

The Rapids-Standard Company, Inc., of Grand Rapids, Mich., re- 
ports significant progress under "t.echnics"-a new concept of ef- 
fective management which it has evolved. The program aims at 
finding a common meeting ground on which all segments of a com- 
pany can unify their efforts and thus work toward a common goal. 
In the case of Rapids- Standard, that meeting ground is materials 
handling, an activity which it finds has far-reaching impact on aU 
phases of company operation. At first glance, it would seem that 
finance and materials handling have little connection. Yet, by 
applying modern materials handling principles, Rapids-Standard 
was able to gain 40,000 square feet of floor space for manufactur- 
ing within its existing plant, eliminating the need for planned ex- 
pansion of plant, which would have cost $300,000. This, obviously, 
aided the firm's financial position. 

^Stated another way, technic, is the exploration of the interrelationships 
between various company acuities, the breaking down of narrow depart- 
mental interests and the building up of department-to-department under- 
standing. The scheme has applications, with variattons, tor other compan.es 
-particularly smalt and medium-size concerns. 

Sorting out the bulls and bears 

Assistant Prof. Warren E. Miller of the University of Michigan 
Survey Research Center has developed some interesting new data 
on the political views of economic bulls and bears. The bull— 
or optimist— tends, he says, to frown on welfare spending by gov- 
ernment at home, but favors such activity internationally to help 
underdeveloped countries. The bear, on the other hand, supports 
welfare activity and an enlarged role for government in domestic 
affairs— but does not favor such activity outside of this country. 
Professor Miller's conclusions are based on detailed analysis of data 
obtained in the 1956 national elections. 

+What kind ot bull or bear arc you? Professor Miller maintains that in- 
dividuals with strong egos tend to view business conditions with confidence 
and may, therefore, be prone to support the incumbent political party. Those 
with weaker egos would probably call tor a change, be more pessimist ;c. 




STATE REAL ESTATE 
NOW AVAILABLE 

KENTUCKY 

for new plants! 

Now, in addition to a wide 
selection of privately-owned 
industrial sites . . . Kentucky 
announces a policy of reserving 
surplus state property for ex- 
clusive sale to sound, progres- 
sive companies. 

This recently completed inven- 
tory contains excellent sites up 
to 1,200 acres -all desirable 
facilities for working and 
living. 

You can complete all transac- 
tions confidentially, in record 
time, and at lowest cost. 
Plant location service . . . 
community resource surveys 
, . . geologic and hydrologic 
data . . . market studies . . , 
all available for the asking, 
"f* is the polity oj my Ad- 
ministration to use all legal 
and reasonable means to en- 
courage industry to locate in 
Kentucky and to maintain a 
climate where all business en~ 
terprise can prosper." 




Albert B. Chandler, Governor 
For dotoiU phone toUtct: CAphel 
7-2111, Dtporrmenl of Economic 
Development, Frankfort, Hy . ot 
mail Ihif 



Dept. of Economic Development 

Capitol Annex Building NB2B 

Frankfort, Kentucky 

Please send me preliminary 
information on Kentucky's 
advantages for plant location, 

Nome . . * 



Firm Nome_ 
Address 



Zone . State_ 
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BRAKE 

on I expansion 

Here is what happens to profits and costs 
when Gross National Product stops growing 



1937-1938 1948-1949 1953-1954 




IN MANUFACTURING 



GNP, profits and hourly earnings in manufacturing are 
shown for the four most recent recession periods. In 1937- 
38 when GNP dropped six per cent, corporate profits after 
taxes dropped 51 per cent Hourly earnings rose .5 percent. 

Even in the 1949 recession, while GNP remained con- 
stant, corporate net profits dropped more than one fifth. 

Today the profit squeeze is on. Lack of profits removes 
not only the funds but the incentive to expand and create 
more jobs. Recent stock market activity emphasizes this. 
Without expansion, GNP cannot increase. When it falls, 
profits drop even more sharply. But enterprises have been 
taking the loss. In every recent recession wages have con- 
tinued to rise even though productivity did not keep pace. 
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MONEY TO EXPAND continued from page 37 

New plants bought from undistrib- 
uted profits are paid for by dollars 
of stockholders, not of consumers 




would shift to substitute products 
and its own sales and profits would 
decline. The funds such a price was 
allegedly designed to obtain would 
not be forthcoming. Moreover, they 
would not be required because the 
policy itself would result in idle 
capacity. 

A company is as much concerned 
as unions should he that it does not 
price its product out of the market. 
At times in the postwar period 
prices of some products (steel, autos, 
aluminum and others) apparently 
have been too low in terms of how 
much users were willing to pay. 
Otherwise, how explain the gray 
markets for these products, conver- 
sion deals for steel and other evi- 
dences that, at the prevailing price 
level, there was not enough of the 
item produced to satisfy the enor- 
mous demand? 

In fact retained earnings are sup- 
plied by the customer only in the 
sense that all funds a corporation 
receives from its sales must come 
from its customers. The consumer 
makes his decision to buy or not in 
terms of the price asked. But what 
proportion of the price is used to pay 
for wages, materials, replacement of 
plant, profit or any other use is not 
the customers* problem. 

Stockholders' dollars, not consum- 
er dollars, are used to buy new plant 
and equipment out of undistributed 
profits. But this capital is not risk- 
less to the stockholder. Stockholders 
who have not received all of the 
earnings in the form of dividends 
have foregone part of the income 
they might have received on their 
investment. The fact that a stock- 
holder foregoes part of his return 
is a real cost to him. He does 
not have the immediate use of 
cash and the opportunity to invest 
it profitably. Because he foregoes 
this return, he expects an additional 
return on that amount in the future. 

It is anticipated that this return 
will be earned when the corporation 
invests the withheld earnings in new 
productive plant and equipment. If 
the plant and equipment acquired 



is used profitably, the stockholder 
is rewarded; if not, he suffers a loss. 

When earnings are paid as divi- 
dends and stock is then sold to a 
corporation's stockholders, the proc- 
ess apparently is not criticized. But, 
if the same funds required for expan- 
sion are retained in the business, 
then it is claimed that something is 
wrong with the process. Actually, 
both procedures yield substantially 
the same result. In this connection, 
Prof. William A. Paton of the Uni 
versity of Michigan points out that: 
* 'There is no material difference in 
the situation when the funds are in- 
vested directly by corporate manage- 
ment without being passed through 
the hands of the stockholders." 

However, it must be recognized 
that, when dividends are paid and 
new stock is sold, the stockholder 
does have greater choice in deciding 
whether to use the income obtained 
to reinvest in the business or in some 
other way. Many firms provide for 
periodic stock dividends to give 
the stockholder tangible evidence of 
such reinvested earnings. If the 
stockholder wants to sell these stock 
dividends, he is free to do so and 
thus, at such times, he has a choice 
as to how to use those funds. 

As the need for funds to finance 
expansion increased in 1956 and in 
1957, many companies paid stock 
dividends instead of cash dividends 
in order to retain the cash to finance 
their plant and equipment programs. 

When a company does not have 
to go to the capital market to raise 
funds, it stives flotation costs. In 
this sense undistributed profits make 
available costless capital, but this is 
not what the critics have in mind. 

In effect, the critics of costless cap- 
ital are concerned about some pro- 
portion of corporate earnings which 
is considered to be excessive and 
which, if it exists at all, is uniden- 
tifiable, and which represents a real 
cost to the stockholder who foregoes 
its receipt currently. 

— Jules Backman, 

Professor of Economics. 
New York University 



lifetime insurance 
against power outages 
for one "premium" payment 




OMAN Emergency 
Electric Plants 

Protect you against losses and hardships. 
An Orian tfasoline-enginc-driven flee trie 
plant supplies current for lights, furnace, 
water pump, stow, refrigerator, freezer, 
rudio ... all essential home use*. You hurd- 
ly know power's ofT. 500 to 76 .000- watt 
models provide same insurance for farms, 
business, industry ... or furnish electric 
power where it if? not otherwise available. 

Portable, primary, standby models: 

Lightweight, air cooled gatolino- powered 
plants 500 to 10,000 watti A.C. Water- 
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describing your need 
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CUT OFFICE OVERHEAD 
AND SAVE PRECIOUS $! 




Our new, illus- 
trated l<?S0 cat- 
alog has thou* 
sands of lop 
quality office, 
bookkeeping and 
stationery Hems 
priced to save 
you money. We 
manufacture our 
own forms. 



WRITE FOR YOUR FREE COPY OF 
OUR 100-PAGE CATALOG TODAY! 
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LISTO 

marking pencil 

writes on everything! 

Makes a clean, bold mark 
on any surface. 
Refills in black, red, blue, 
green, yellow, white. 
At variety and stationery 
stores everywhere, 274 
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SELLING LATIN AMERICA? 

If you seek special management talent to im- 
prove or spearhead your snlvs in Latin America 
pn.'f^r-i'ulv MEXICO, you should mt.);i this Exec- 
utive Sales Manager who haa an unusually suc- 
cessful record of working with Latin*. 
In hit 30**. single, a forward thinker and , ere a- 
tivo planner. HU bockgrotnvt is outstanding in 
sales in Latin America on n notional scale. He 
hna had wide experience in consumer and indus- 
trial sales management, marketing, training and 
public relations. ... 
He has lived and travelled extensively in Latin 
America, is a natural "mixer nnd fluent lin- 
guist. He has written many articles on selling 
tjHfWM for national publication*, nnd been pw 
lonttlly profiled in others 

This career executive has outgrown hi* present 
management connection, and w«nlH to mve*ti~ 
irate greater oppurtunitii-jt offered by Interna- 
tionally minded cempnnles. Write to: 

NATION'S BUSINESS MAGAZINE 
Adv. D*pt., 711 3rd Awe-, H. V. 17. H. Y. 
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CHOICE ! ELECTRIC OR GASOLINE POWER 
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THE TRUTH 

If you are a S*UMX^io-$iO,000 investor you 
should have our free folder "What Is A 
Royalty >" for higher monthly income than 
i* possible elsewhere. No stock* for *aJe 
Addre** Operator NB. Room ~2L Cooper 
Bldg., Denver 2. Colorado, 
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Why does Western Electric 
purchase supplies for 
the 21 Bell telephone 
companies? 



Telephone company require- 
ments are similar. Thus, 
standardization and 
centralized purchasing cut 
costs, improve quality, make 
for better telephone service. 

*/n 1957 \ we purchased material and supplies 
from nearly 33,000 other companies — 90% of 
them "small business" with less than 500 em- 
ployees: total value, $VA billion. 



Western Electric 



MANUFACTURING AND SUPPLY 



UNIT OF THE BELL SYSTEM 



DEFENSE 

NEEDS 

MORE 

THAN 
DOLLARS 



Wars are not won by throwing dollars at the 
enemy. Practical experience suggests that throwing 
them at friends creates no Damon and Pythias re* 
lationships, either. 

Our federal program as outlined for fiscal 1959 sug- 
gests that government does not share these views. The 
implication is that, if the government collects $74,4 
billion and spends $73.9 billion, the universal peace 
which we arc all awaiting so hopefully will somehow 
be brought closer. 

If this is a dependable result nobody will begrudge 
a penny, either of the collecting or the spending. 

But, so far as is now discernible, only the spending 
seems certain. The result is open to question. 

That part of the budget which is allotted to major 
national security shows why. 

For major national security, the budget estimate is 
$45.8 billion. Of this, $39.8 billion goes to the Depart 
ment of Defense — $13.8 billion for procurement, $10.5 
billion for personnel, $9.3 billion for operation and 
maintenance, $6.2 billion for construction. 

In his State of the Union message, the President 
joined with other qualified critics in observing that 
harmful armed service rivalries might be causing 
wasteful delays in the defense program. This soft im- 
peachment he can verify by glancing at any number 
of studies and reports which give specific examples of 
waste and inefficiency. 

He will also find that previous efforts toward econ- 
omy are often sabotaged or at least put in the worst 
possible light by those services, bureaus or agencies 
that would feel the effect. 

President Eisenhower has told the nation that he 
is studying the problem of defense reorganization and 



will make recommendations. "The first need is to as- 
sure ourselves that military organization facilitates 
rather than hinders the functioning of the military 
establishment in maintaining the security of the na- 
tion,** he said. 

This being the admitted first need, a logical ap- 
proach would be to meet it first — before concluding 
that the second need is for $39.8 billion. Elimination 
of extravagance should make possible a considerable 
reduction of that amount, with a better defense re- 
sulting. 

Further, if such conditions exist in Defense which, 
because it is vital, draws more than its share of in 
formed appraisal, it is not unreasonable to suppose 
that extravagance also obtains in other agencies which 
are subject to more casual scrutiny. 

Many of these agencies — accounting for an esti- 
mated 12 per cent of federal expenditures— are in the 
President's own executive branch of the government 
One wonders if the President has considered the pos- 
sibility that they, too, could increase their efficiency 
Recommendations such as he has promised for De^ 
fense could be useful elsewhere. 

Even without such recommendations, Congress 
through its appropriation power, can enforce efficiency 
-or at least less costly inefficiency- -in the executive 
agencies as well as in all others. 

At a time when the national economy s need for tax 
revision is obvious and the expectation that present 
rates will bring in $74.4 billion is at least optimistic 
Congress will need to put first things first, no matter 
in what order they arrive before it. 

The President has stated the first need in defense 
It is also the first need everywhere. 
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At first, Jim Thomson's dealership waxed fatter day by day* 
Then one by one his key employees all were lured away 

By larger firms with benefits to soothe employee tensions— 
Group life and health insurance, major medical, and pensions. 




Poor Jim his dreams lay broken.Was he doomed to dark defeat? 

How could he ever hope to have a group plan to compete? 
*T might as well throw in the sponge." our hero sadly moaned. 
A Travelers man arrived in time/Til help you," he intoned. 





"Now firms with ten* to twenty-four employees can award 
The benefits that up to now just big firms could afford. 
Group Life and Major Medical Insurance - Pensions, too— 
Can all be part and parcel of a Travelers plan for you," 



Jim's fretful frown became a smile he bought The Travelers plan 
And since that day his company has never lost a man. 

If you have workers numbering from ten lo twenty-four 
The Travelers has a plan for you with benefits galore. 



* Mini mum of fifteen employees required in Florida. 
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m THE TRAVELERS 

"OH THE TB^ 



INSURANCE COMPANIES. HARTFORD 15, CONNECTICUT 



All forma of business and personal insurance including Life * Accident • Group * Fire * Marine • Automobile • Casualty • Bonds 



m WESTERN UNION g£ 

TELEGRAM 



The McNallys speed it in writing with telegrams 




They map sale* 
— with wires 




"Rand \fr\ally is spread out all over the map/* says Andrew 
MrNally III (ri^hl). President, shown with 1ii> hmlher Kred 
MrNally, Vice President. "My office is in Chicago, where our maps 
ami hooks are published* Hut our other sales offices and plants are 
scattered across the country— with the important Kastern headquar- 
ters in New York, Naturally, the telegram is a vital link for u-. \\ ilh 
t* detrains, we ran exchange sab-- informalion, prires and shipping 

dala almoai inMauLly. Mosi importance have a permanent record 
in writing. 11 

Kor uelliji^ v.mr hu-irn^- done laM, and p-llin^ il in w riling, 
there's nothing like the lelegranfc 



